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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
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CITY OFFICES : WORKS : 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 


LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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DESIGNERS, ENGRAVERS & PRINTERS 
—of— 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 


ALL DOCUMENTS OF SECURITY 
—4¢>— 


PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 


HEAD OFFICE & WORKS: * LONDON OFFICE: 
NEW MALDEN, SURREY ah faa 2 MOORGATE BUILDINGS, 
E.C. 2. 


TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALL 8806-7-8 

















Telephones : Telegraph & Cables: 
London Wall 4960 (4 lines). Briforcol, Cent, London. 
o 269 (Foreign Exchange). 









THE 
BRITISH FOREIGN & COLONIAL 
CORPORATION LTD. 
B.F.C. HOUSE, 81-87 GRESHAM STREET, 


LONDON 
E.C.2 









ISSUING HOUSE 
COUPONS 
FOREIGN EXCHANGE 
LOANS 
OTHER BANKING BUSINESS 














AGENTS IN ALL FOREIGN COUNTRIES 








BARCLAYS BANK. 


LIMITED. 
Head Office: 54 LOMBARD STREET, LONDON, E.C.3 


And over 1,950 Branches in England and Wales. 


Authorised Capital - .. £20,000,000 
Issued and Paid-up Capital .. £15,858,217 
Reserve Fund .. ‘ .. £10,250,000 
Deposits, etc. (31st Dec. 1927) £318,373,472 


Every description of British and 
Foreign Banking Business Transacted. 
Executor and Trustee Business undertaken. 


AFFILIATED BANKS: 
BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS). 
BARCLAYS BANK (FRANCE) LIMITED. 
BARCLAYS BANK, S.A.I. 
THE BRITISH LINEN BANK. 
THE UNION BANK OF MANCHESTER LIMITED. 








BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 


OVER 400 BRANCHES IN 


THE UNION OF SOUTH AFRICA 
(NATAL . CAPE PROVINCE . TRANSVAAL . ORANGE FREE STATE) 
KENYA . TANGANYIKA . UGANDA . NYASALAND 
NORTHERN & SOUTHERN RHODESIA . EGYPT . SUDAN . PALESTINE 
PORTUGUESE EAST AFRICA . SOUTH WEST AFRICA 
BRITISH WEST AFRICA . BRITISH WEST INDIES 
MALTA . GIBRALTAR . MAURITIUS 
LONDON ._ LIVERPOOL MANCHESTER . HAMBURG 


Agency: NEW YORK 


CORRESPONDENCE INVITED FROM BUSINESS HOUSES, SETTLERS 
AND TRAVELLERS INTERESTED IN THE ABOVE TERRITORIES. 


Head Office: 54 LOMBARD STREET, LONDON, E.C.3 
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HOME AFFAIRS: 


For more than sixty years Lloyds Bank has 
maintained its reputation for courtesy, attention and 
efficiency in keeping the accounts of some hundreds 
of thousands of private individuals, companies and 
firms. It has taken a prominent part in encouraging 
the development of payment by cheque, until to-day 
the possession of a banking account should be the 
rule rather than the exception for everyone with an 
income in excess of a bare living. The duties it 
will undertake and the facilities it offers its customers 
can be ascertained by consulting the Manager of any 
of its 1,750 Offices. 


LLOYDS BANK LIMITED. 


Head Office: LONDON, E.C. 3. 


NAL PROVIN 
Se BANK CAL 


LIMITED 
TOTAL RESOURCES 
Over £290,000,000 


Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,200 Offices. Agents Everywhere. 
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Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 


TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 





AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 
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MARTINS BANK 


LIMITED. 


Formerly the 
BANK OF LIVERPOOL & MARTINS LTD. 
with which is incorporated the 
LANCASHIRE & YORKSHIRE BANK LTD. 


Head Office: 7 WATER STREET, LIVERPOOL. 
London Office: 68 LOMBARD STREET, E.C.3. 
Manchester District Office: 43 SPRING GARDENS. 





FIGURES ON COMPLETION OF AMALGAMATION : 


Capital Subscribed - - £20,602,272 
Capital Paid Up and Reserves 7,719,585 
Deposits, etc. - = - 83,479,052 


The Bank has 565 Offices, and Agents in all 
the principal Towns at Home and Abroad. 


A'l descriptions of Banking, Truste: and Foreign Exchange Business Transacted. 


ii, DISTRICT BANK 


Ad LIMITED 


Chairm:n ~- - ~ SIR CHRISTOPHER T. NEEDHAM 
Managing Directors - ANGUS A. G. TULLOCH, Esq., D.L. 
(Deputy Chairman) 


WILLIAM RELPH EASTERBY, Esq. 


ESTABLISHED 1829 


Paid-up Capital- - £1,896,000 Reserve Fund - - £2,000,000 
Deposits- - - - £53,721,366 Total Assets - ~- £59,078,860 
3ist December, 1927 


Head Office: Spring Gardens, Manchester 


380 BRANCHES FOREIGN DEPARTMENT: 13 Spring Garders, MANCHESTER; 
2 Castle Street, LIVERPOOL; 76 Combhill, LONDON, E.C3. 


AGENTS LONDON OFFICES: 75 Cornhill, E.C3. | West End Branch : 
EVERYWHERE. 46 Old Bond Street, W.1. 


EVERY BANKING LIVERPOOL OFFICE: Water Street. 
FACILITY AFFORDED. TRUSTEE DEPARTMENT: 13 Spring Gardens, MANCHESTER. 





BOOK - FORM 
HOME SAFES 


For Thrift — Propaganda — Expansion 


A perfect simulation of a richly-bound book, a gevtale 

beautiful, refined, it appeals alike to children and adults 

It takes all coins and —_ Furnished in any colour and 
y embossing. 


Distributed to their depositors, clients, and members by 

banks, savings banks, building societies, insurance companies, 

co-operative poe = a aaa, travel bureaux, staff and 
welfare organizations. 


Originated and produced Bd the makers of the world- 

renowned Visible-Money Ri ecording Home _ of which 

millions are in profitable daily use. Issued by 7,000 thrift 
institutions. 


Send for free specimens of the Book Bank, of Siagle 


Compartment Home Safes and of the Recording ‘Home Safe- 
adapted for all countries. 


Automatic Recording Safe Co., Ltd. 
83 Ridgmount Gardens, London, W.C.1 


Suppliers of Standard Home Safes 
to the World. 





BANCA NAZIONALE D’ALBANIA 
BANKA KOMBETARE E SQHIPNIS 


ao & 


Capital 12,500,000 Albanian Gold Francs 


o oa 
BANK OF ISSUE FOR THE ALBANIAN STATE 
Oo a 
BOARD OF DIRECTORS’ OFFICE IN ROME, VIA TORINO, 107 
Branches in CORIZA, DURAZZO, SCUTARI, TIRANA, VALONA 
o G&G 


ALL BANKING BUSINESS TRANSACTED 





Hongkong & Shanghai Banking Corporation 


AUTHORIZED CAPITAL ... .. $50,000,000 
ISSUED AND FULLY PAID uP> pc .. $20,000,000 


RESERVE FUNDS— 
STERLING ove ods wa ‘ii .. £6,000,000 
SILVER . isa “a .. $14,000,000 


RESERVE LIABILITY oF PROPRIETORS $20,000,000 


Hrap Orrice: HONGKONG, 


COURT OF DIRECTORS: 
A. H. COMPTON, Chairman. N. S. BROWN. Deputy-Chairman. 
Hon. MR. B. D. F. BEITH. A. MACGOWAN. T. G. WEALL. 
W. H. BELL. Hon. Mr. C. G. S. MACKIE. H. P. WHITE. 
W. L. PATTENDEN. 
CHIEF MANAGER: Hon. Mr. A. C. HYNES. 


BRANCHES AND AGENCIES : 


Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg. 

Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe (Hiogo), Kuala Lumpur, London, Lyons, Malacca, Manila, 

Moukden, Nagasaki, New York, Peking, Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapore, Sourabaya, Sunge. 
Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama. 


COMMITTEE IN LONDON : 
Sir Charles Addis, K.C.M.G., Chairman. 

Hon. Cecil Baring. David Landale. Sir Geo. Sutherland. 
A. H. Barlow. Sir George Macdonogh, G.B.E., A. M. Townsend. 
Cc. A. Campbell. K.C.B., K.C.M.G. C. F. Whigham. 

MANAGERS IN LONDON: 

Sir Newton J. Stabb. H. D. C. Jones. 
Sub-Manager: R. E. N. Padfield. Accountant: A. Moncur. 


9 GRACECHURCH STREET, LONDON, E.C.3. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 


Capital fully called up - £650,000 Reserve Account - - £520,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
MEssrs, GLYN, Mitts & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. J,LOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 Kinc WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN. 
BRANCHES IN PERSIA: 


Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermansh: ah, Masjed- -Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH JIN INDIA: 
BAGDAD, BASRA, KHANAQIN, KIRKUK. BomBay. 


HE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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There's an all-round 
difference 


The Standard Private Automatic Telephone System has been 
specially designed to create greater efficiency in the business 
field. There is no organization, large or small, that does not 
benefit from its use, and in addition no organization can afford 
to be without one. 

These systems are supplied in two types, the first dealing with 
any number of lines up to 70. and the second, a smaller 
installation, with a maximum of 21 lines. 


Here are some points for your consideration :— 


No operators required. Absolute secrecy. 
24 hours daily service. Inexpensive to install and maintain. 


Write today for our illustrated literature. 


Srandard 


AUTOMATIC TELEPHONE SYSTEMS 
Standard Telephones and Cables Limited 
Connaught House, Aldwych - London, W.C.2 


*Phone: Holborn 8765 (15 lines). 

Works: HENDON, NORTH WOOLWICH, NEW SOUTHGATE. 
Branches Glasgow, Leeds, Birmingham, Manchester. 
Liverpool, Dublin, and Buenos Aires, 

Cairo, Calcutta, Johannesburg, 

Singapore, Sydney. 
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wealth 22%. Bank of Australia 

Commonwealth 22% of Australi 
E. C. RIDDLE, Governor. Pe H. T. ARMITAGE, Deputy Governor. 

GuaRANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 

Head Office - ~ - SYDNEY. 

BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 
New York Agency: 25 PINE STREET, NEW YORK CITY. 

BILLS negotiated and collected. .CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods) REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 

THE GOVERNMENT OF THE STATE OF QUEENSLAND. 

THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 

THE GOVERNMENT OF THE STATE OF TASMANIA. 


SAVINGS BANK DEPARTMENT. 
Agencies are open at 3,515 Post Offices in the Commonwealth, &c. 
As at 31st DECEMBER, 1927. 
General Bank Balances .. “s ee ee as i £39,610,725 
Savings Bank Balances .. ee os ee “e ae oe 47,144,012 
Note Issue Department .. . ee ee ee oe oe 51,833,226 
Rural Credits Departmen 733107 


Other Items oe oe ____ 53853,080 
£14551745150 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 


Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 


THE COMMERCIAL BANKING COMPANY OF SYDNEY 


LIMITED 
Established 1834. Incorporated in New South Wales. 


With which is amalgamated THE BANK OF VICTORIA LD. 


AUTHORISED CAPITAL - - - - £12,000,000 0 0 
CAPITAL PAID UP - : - . - £4,739,012 10 0 





RESERVE FUND - —— ee . £3,950,000 0 0 
RESERVE LIABILITY OFSHAREHOLDERS £4,739,012 10 0 


£13,428,025 0 0O 


TOTAL DEPOSITS June 30th, 1927 - - £51,239,267 
TOTAL ASSETS - om - - £62,771,239 


HEAD OFFICE: 343 GEORGE STREET, SYDNEY. 
General Manager - J. R. DRYHURST. 


LONDON OFFICE: 18 BIRCHIN LANE, LOMBARD STREET, E.C.3. 


Manager - V. B. JONES. 
Joint Assistant Managers { JG: pacy. 


446 Offices and Branches in New South Wales, Queensland, Victoria, South Australia, and 
Federal Capital Territory. Agencies throughout Australia and New Zealand and all other 
parts of the world. 

Drafts payable on demand, and Letters of Credit are issued by the London Branch on the 


Head Office, Branches and Agencies of the Bank. 
Bills on Australia negotiated or collected. Remittances cabled or mailed, 





THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - - - - £4,000,000 
Reserve Fund - - - - £3,850,000 
Reserve Liability of Proprietors under the Charter £4,000,000 

£11,850,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. | F: V. C LIVINGSTONE-LEARMONTH, Eso., 
C. E. BARNETT, Eso. 8.0. 
I F.G. GAIA’, Ine. | RIGHT HON. Tae EARL OF MIDLETON, K.P. 
KENNETH GOSCHEN, Esg. | HORACE PEEL Ron 
= an ange Esq. | JOHN SANDERSON, Eso. 

-R.J ON, Esq. | ARTHUR WHITWORTH, Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 


NATIONAL BANK 
OF AUSTRALASIA 


Cacorporated 122 Victoriz) LIMITED. 
Established 1856. 


HEAD OFFICE: MELBOURNE 
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Authorized Capital ... £10,000,000 Reserve Liability of 
Capital Paid Up $5,000,000 Shareholders ... £1,800,000 
Reserve Fund Account £3,000,000 Total Assets exceed £45,000,000 





LONDON OFFICE - - - LOTHBURY, E.C.2. 
SUB-BRANCH - AUSTRALIA HOUSE, STRAND, W.C.2. 


London Board of Advice: 
R. H. CAIRD, Esq., J.P. Rt. Hon. LORD INVERFORTH, P.C. 
Rt. Hon. LORD STANLEY OF ALDERLEY, K.C.M.G. 
London Manager - - lL. J. MCCONNAN. 


The Bank issues Drafts, Telegraphic Transfers and Letters cf Credit, 
purchases or collects Bills of Exchange, and transacts Banking 
business in connection with the Commonwealth of Australia and New Zealand. Deposits 
are received for two years and for shorter periods at rates which can be ascertained on 


application. 
A Summary of Australian conditions is issued monthly and is available upon request. 











THE 


ANGLO-SOUTH AMERICAN BANK 


LIMITED 
Head Office: 117 Old Broad Street, London E.C.2 






A COMPLETE INTERNATIONAL 
BANKING SERVICE 


LINKING 











THE OLD 
WORLD AND 
THE NEW 


Associated Institutions := 


BRITISH BANK of SOUTH AMERICA LIMITED 


BANQUE ANGLO-SUD AMERICAINE, SOC. ANON, PARIS 
ANGLO-SOUTH AMERICAN TRUST CO. NEW YORK. 
(ne. under Laws of State of New York. ) 























BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 








Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 




















Capital - ~~ ~- 100.000:000$000 
Reserves - - = 142.593:604$188 
Paper- Currency 

Redemption Fund 94.637:471$494 


Last Dividend 20% | 










Agencies in the principal cities 
of the Republic 





Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 
















Banking connections throughout 
Europe and the United States 









All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 





















Specially organized service for the 
Collection of Foreign Drafts 
and Bills 
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A New Reference Book of immense value in connection with 
International Banking Business. 


A COMPLETE DICTIONARY OF 
BANKING TERMS - English 


- French 
IN THREE LANGUAGES - German 
By L. HERENDI, Managing Clerk, Hungarian General Credit Bank. 
The Dictionary is arranged in three sections, with the alphabetical system in each language, 
viz :—English, German, French; German, English, Freuch; French, German, English. It is 
a particularly complete work, covering not only purely technical words and phrases, but also 
the more general phrases used in ordinary banking transactions. Price 21/- net. 


READY IMMEDIATELY 


DICTIONARY OF THE WORLD’S CURRENCIES 


And Foreign Exchanges. 
By W. F. SPALDING, F.IB. (Lond.) 


A comprehensive encyclopedia on all questions of currency and exchange arranged in 
alphabetical order. A complete work of reference on the subject. Price 30/- net. 


Write for full details (free) to 
SIR ISAAC PITMAN & SONS, LTD., Parker St., Kingsway, London, W.C.2. 





STATE BANK 
OF THE U.S.S.R. 


Created by Decree of the Soviet Government of 
12th October, 1921. 


Chervonetz 
Capital .. «s 25,000,000 
Bank Note Issue on June 1, 1928 es 97,372,742 
Issue Dept.’s Gold 
and Platinum Reserve do. 18,383,861 
Issue Dept.’s Foreign 
Currency Reserve do. 6,747,291 
N.B.—1 Chervonetz contains 119.4826 grains of pure 

gold and equals £1 1s. 17d. or $5.14}. 


Head Office and Foreign Dept., MOSCOW. 


500 Branches. 


The Bank effects mail and cable remittances in all parts 
of the Soviet Union and engages in Home and Foreign 
Banking Business of every description. 


AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE 
WORLD. 


LONDON CORRESPONDENTS.—Iloyds Bank Ltd.; 
Barclays Bank Ltd.; Midland Bank Ltd.; National 
Provincial Bank L,td.; Westminster Bank Ltd.; Bank 
for Russian Trade Ltd.; Equitable Trust Co. of New 
York; Hambros Bank Ltd.; Fredk. Huth & Co.; 
S. Japhet and Co. Ltd.; Kleinwort, Sons & Co.; 
Samuel Montagu & Co.; Moscow Narodny Bank L,td.; 
National City Bank of New York; N. M. Rothschild 
& Sons; J. Henry Schréder & Co. 








THE 


MOSCOW NARODNY BANK 


LIMITED 


ESTABLISHED 1919 


Heap Office : 
300 High Holborn, London, W.C.1 


Paris BraNcH: 26, Rue Vivienne, Paris 


Bertin REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital - - - £1,000,000 


Paid-up Capital - - - - 750,000 
Reserve Fund & Undivided Profit - 104,835 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Mcscow and Branches. 
London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 


Remittances to Russia effected, Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S. Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.$.8.R. 








ROYAL BANK OF SCOTLAND 


(Incorporated by Royal Charter 1727) 


Capital (Fully Paid) - 


Rest or Reserve Fund (October 1927) 
do. £44,186,574 


Deposits - - 


£2,500,000 
£2,683,226 


Head Office: ST. ANDREW SQUARE, EDINBURGH 


General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E.,D.L. Secretary : J. B. ADSHEAD. 


London (City) Office: 
Manager: WM. WHYTE. 
London (West End): 


3 BISHOPSGATE, E.C.2. 


Deputy Manager: JOHN ROBB. 


DRUMMONDS’ BRANCH, 


49 Charing Cross, S.W.1. 


Glasgow (Principal) Office: 


ROYAL EXCHANGE SQUARE and 


BUCHANAN STREET 


FOREIGN EXCHANGE DEPARTMENTS 
at all the Chief Offices 
226 BRANCHES THROUGHOUT SCOTLAND 


EVERY DESCRIPTION of BRITISH, COLONIAL and FOREIGN BANKING 
BUSINESS TRANSACTED. 


Accounts opened and Agency Business undertaken for Foreign and Colonial Banks and other 
Financial Establishments. 


CORRESPONDENCE INVITED. 





The 
City Savings Bank 
Company of Budapest 


Belvarosi Takarekpenztar R.T. 
(Innerstaedtische Sparcassa Aktiengesellschaft.) 
FOUNDED 1892. 


Capital .. oe Pengoe 6,000,000 
Reserve Fund .. ia 1,250,000 
Deposits and Creditors a 35,300,000 


Branch Offices : 
BUDAPEST : 


V., Szabadsag-ter 7. 
Debreczen, Satoraljaujhely, Miskolc, Mako. 


London Bankers: 


MIDLAND BANK LIMITED 
(Overseas Branch), 
22 Old Broad Street, London, E.C.2. 
All ordinary Banking business transacted. The 
Bank receives Savings Deposits and transacts 
Mortgage business, as a result of which Mortgage 
Bonds are issued under Hungarian Government 
Act XXXVI of 1876. 


Sole Agents for the Sale of Mortgage Bonds in the 
United Kingdom : 


National Securities Corporation Ltd. 


Norfolk House, Laurence Pountney Hill, 
Cannon Street, London, E.C.4. 


BANCA 
MOLDOVA S.A. 


Bucharest 


Jassy 
Capital (paid up) 
Lei 70,000,000 
Reserve Fund 
Lei 50,000,000 


Cable Address : Moldobanca. 


BRANCHES: Czernowitz, Galatz, Kischi- 
neff, Beltz, Cetatea-Alba, Reni, Roman, 
Tighina, Vaslui. 

AGENCIES: Braila, Tarutino, Jassy- Hala, 


Jassy-Socoia. 


Every description of Banking business 
transacted. 
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BANCA FRANCO- 


Authorized Capital - 250,000,000 Lei 
Paid-up Capital - - 120,000,000 ,, 
Reserve Fund - - 24,000,000 ,, 


HEAD OFFICE, 


5 strada Bursei, Bucharest, Roumania. 
Telegraphic Address: “‘FRANCOBANK.” 


45 Branches and Agencies in 
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Guaranty Trust Company 
of New York 


Tie Guaranty Trust Company of New York was one of the first of 
the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and connections throughout the world. 


The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 
foreign trade. 


The Management of any of the offices wi!l be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 


Paid-up Capital and Surplus $60,000,000 Total Assets $793,000,000. 

















BANK of ROUMANIA 


LIMITED. 
(Founded 1866.) 


ROMANA 
S.A. 


Established June 1914. 








Head Office: 






LONDON, E.C.2 


Branch: 









Directors: 
E. W. H. BARRY, Esq. 
C. De CERJAT, Esq. 


SIR JOHN P. HEWETT, 
G.C.S.1., K.B.E., C.1LE. 





General The Hon. 
SIR H. A. LAWRENCE, G.C.B. 
Lieut.-Col. SIR ALBERT STERN, 
K.B.E.,C.M.G. 








Bankers: 
BANK OF ENGLAND 
MESSRS. GLYN, MILLS & CO. 


the Kingdom. 





123 Old Broad Street, 


11 CALEA VICTORIEI, BUCAREST 





Every kind of Banking and 
Stock Exchange Business 
transacted. 





A general Banking business with Roumania is 
conducted and correspondence from those 
having interests in that country is invited. 








BANK CUXROWNICTWA S.A. W POZNANIU 


(SUGAR INDUSTRY BANK IN POZNAN). 
Head Office a P 
POZNAN: SEW-MIELZYNSKIEGO 7. 


Branches : 

1. WARSAW: KRAKOWSKIE-PRZEDMIESCIE 55. 

2. LWOW: JAGIELLONSKA 1. 

Telegraphic Address (Head Office and Branches): ““ BACUKRO.” 
3. DANZIG: BALTISCHE COMMISSIONSBANK G.m.b.H. 
Telegraphic Address: ‘‘ BAI,TICBANK.” 
IN ACCOUNT WITH THE BANK OF POLAND. 
ACCOUNTS WITH POST OFFICE BANKS. 





BANKING DEPARTMENT : 
Accepts Deposits, Current Accounts, Deposits in Polish and Foreign 
Currencies, Bills Discounted. Money remittances and Bankers’ Drafts 
Inland and Foreign. Every description of Banking Business Transacted. 


COMMERCIAL DEPARTMENT : 

Sales on commission on the home market and export of sugar from 
sugar factories federated in the West Polish Sugar Industry Association 
and the Commercial Company of Associated Sugar Factories in Warsaw. 
Commission buyers of fuel, fertilisers and sacks for the federated sugar 
factories. 
The activity of the Bank in 1927 is illustrated by the following figures: 

Sugar sold on the inland market 249,327 tons. 

» » oo» » foreign _,, 141,705 », 

Purchased for account of sugar factories: 

Coal - - - an 

Fertilisers - - =e tet 


Dividend for 1927: 


—— 
BANK 
IKROWNICTWA i 








wy 











Telegrams : 
“ Udisco, Stock, 
London.” 





Arthur Louis Allen 

Sir Robert Balfour, Bart. 
William Thomas Brand 
Laurence Currie 


Manager 
ROBERT CALLANDER WYSE 


Sub-Managers 


A. F. E. FOUCAR E. C. ELLEN 





Managers’ Assistants 
Cc. B. SHARPE Cc. W. HOLLIDAY 


Treasury, Bank 


THE 


STANDARD BANK 


OF SOUTH AFRICA, umiten 


Bankers to the Imperial Government in South 
Africa; and to the Governments of Northern 


Rhodesia, Southern Rhodesia, Nyasaland, and 
Tanganyika. 

Authorised Capital £10,000,000 

———— 


Subscribed Capital £8,916,660 
Paid-up Capital - #2,229,165 
Reserve Fund - £2,893,335 
Uncalled Capital - £6,687,495 

#£11,809,995 


Head Office:— 


10 CLEMENT'S LANE, LOMBARD STREET, 


and 77 KING WILLIAM STREET, LONDON, E.C.4. 
LONDON WALL Branch—63 London Wall, E.C.2. 


WEST END Branch, 9 Northumberland Avenue, W.C.2. 


NEW YORK Agency: 67 Wall Street. 


HAMBURG Agency: Bank of British West Africa, Ltd., 


49-53 Schauenburger Strasse. 
OVER 350 BRANCHES, SUB-BRANCHES and 
AGENCIES in SOUTH and EAST AFRICA. 


Banking Business transacted in 


all Parts of the World. 


BERTRAM LOWNDES, London Manager. 





‘THE UNION DISCOUNT COMPANY, 
OF LONDON, LIMITED, 


39 CORNHILL 
LONDON, E.C.3. 


Capital Paid-up and Reserve Fund 
£2,650,000 


DIRECTORS 





and Prime 
Money Received on Deposit for Fixed Periods or at Call. 
Enquiries Invited. 





| | CAPITAL, 210,000,000. 





Telephones : 
Avenue 0514 (3 lines) | 
Avenue 1723 (2 lines) 






The Hon. Sir William Hy. Goschen, 
Robert Holland-Martin, CB. K-BE. 
Robert Callander Wyse 


Deputy-Manager 
Cc. S. LANGLEY 








Assistant Manager 
T. E. WHELEN 








Secretary 
W. B. HOBBS 


Trade Bills 





Discounted. 























OTTOMAN BANK 


Established 1863. 





PAID UP, £6,000,000. 


London Office : 
26 THROGMORTON ST., E.C.2. 


Manager: E. W. H. BARRY. 
Deputy Manager: R. S. C. PEARCE, 
Assistant Manager and Secretary: C. E. L. CORTHORN., 
Assistant Manager: W. P. SHEPPARD. 


Paris: 7 RUE MEYERBEER. 


CONSTANTINOPLE and throughout TURKEY. 
MANCHESTER: 56/60 Cross Street. 
MARSEILLES: 41/43 Rue Grignan. 

EGYPT: Alexandria, Cairo, Ismailia, Mansourah, 
Minieh, Port Said. 


PALESTINE: Jerusalem, Jaffa, Caiffa, Nablouz. 
TRANSJORDANIA: Amman. 
CYPRUS: Nicosia, Larnaca, Limassol, Famagusta, 



















Paphos. 
Filiale for SYRIA: BanquedeSyrieet du Grand Liban. 
GREECE. MESOPOTAMIA. PERSIA. TUNIS. 







(Over 80 Branches in the Near East.) 











The Bank has been established for over 60 years, and 
has its own Branches or Agents in every important 
commercial town in the Near East. 

Drafts and Telegraphic Transfers issued. 

of Credit granted. Exchange and 
operations effected. 







Letters 
Insurance 
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National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 


91 Branches and Agencies throughout New Zealand. 




























Authorised and Subscribed Capital in ois £6,000,000 
Paid-up Capital as £2,000,000 = 
Reserve Fund and Undivided Profits £2,175,769 2 
£4,175,769 = 
The National Bank of New Zealand, Limited, receives Deposits for fixed periods at = 
rates which may be ascertained on application, and conducts every description of Banking = 
Business connected with New Zealand. ARTHUR WILLIS, Manager. = 
‘ 7 = 
SMUMMIN LVMH ATUL NN 0 
















BANK OF NEW ZEALAND. 


Government. 


Authorised — - 87,561,238 


Paid-up Capital, as at 31st March 1927 sa / ome . £6,529,185 
Reserve Fund and Undivided Profits = = wig “ne 3,609,655 


£1 0,138,840 













Aggregate Assets at 31st March 1927 £48,860,540. 













London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
Samoa. Remittances made by telegraphic transfer. ROBERT MILL, M ger. 


NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND .- : a - . - £2,775,000. 
































London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


YOKOHAMA SPECIE BANK, LimITED. 


ESTABLISHED 1880. egistered in Japan.) 


Capital Subscribed and Pulty Paid - Ke Yen 100,000,000 
Reserve Fund - - Yen 99,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIEs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 

(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 

London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon, 

Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 

London Office:—7 Bishopsgate, London, E.C.2. 
. D. NOHARA, Manager. 
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RUBBER TILING 


| Write for Catalogue No. 39. 
The Leyland and Birmingham Rubber 
Co., Ltd., Leyland, Lancs. 
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Bank 
for Russian Trade 
Limited 


58-60 MOORGa LE, 
LONDON, E.C.2 


Cable Address: 
‘* SOCRABANK.”’ 


Telephone : 
LONDON WALL 9815. 





Authorised Capital - - £750,000 








Paid-up Capital - - - £550,000 

Reserves - - - - - £165,000 

Established in 1923 to assist in the 
rebuilding of Russian Foreign Trade. 


ALL BANKING OPERATIONS 
TRANSACTED. 


Agents and Correspondents at all Banking 
Centres of the U.S.S.R. and throughout 
the World. 














THE OUT- STANDING 
MERITS OFA. 
GREAT PENCIL 





ERFECTION is_ the 

attribute common to all 
VENUS pencils—each one 
is as good and true to grade 
as the world’s largest manu- 
facturers of quality pencils 
can make it. 


ENUS 
PENCILS 


17 Blacklead Sones & Super 
44each - 3/9 - wa ea 
per 
Venus Copying (Medium &Hard) 
34 each-2°9 per doyen 


IT'S THE LEAD INSIDE 


| G MAKES THE VENUS GLIDE > 


BB fv 





THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 


RESERVE FUNDS £2,050,000 


Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE: 38 St. Andrew Square, EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. 


R. W. STEVENSON, Secretary. 


Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 


BANQ 


(Filiale de la Société Générale de Belgique.) 


CAPITAL : Subscribed Frs. 200,000,000 


Paid up Frs. 112,301,375 





UE BELGE POUR L’ETRANGER 


Société Anonyme. 


RESERVES Frs. 100,000,000 


HEAD OFFICE: BRUSSELS, 66 rue des Colonies. 
Branches: PARIS (12 Place de la Bourse), NEW YORK (67 Wall Street), BUCAREST, BRAILA, GAL ~ Ze CONSTANTI- 
NOPL 


E, CAIRO, ALEXANDRIA, PEKING, 


‘SHANGHAI, TIENTSIN, HANKOW 


LONDON OFFICE: 4 Bishopsgate, E.C.2. 


Manager: 


London Committee: Messrs. J. S. Haskell, A. F. Buxton, G.G ‘rinnell Milne, Emile Francqui, Chevalier de Wouters, and F. Haegler 


(Honorary General Manager), 


AFFILIATED BANKS in all TOWNS of any importance in BELGIUM and LUXEMBURG, and also in FRANCE and GERMANY. 
ALLIED BANKS in Austria, Bulgaria, Czecho-Slovakia, Hungary, Italy (Tyrol), Morocco, Poland, Rumania, Spain, and Yugo-Slavia, 


Correspondents in all parts of the World. 

AGENTS IN THE UNITED KINGDOM FOR THE BELGIAN POSTAL CHEQUE SERVICE. 
LETTERS OF CGREDIT—COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS. 
FOREIGN EXCHANGE business a speciality; FOREIGN CURRENCIES bought and sold for immediate or forward delivery, 
enabling traders to secure the exchange for their contracts in the currency of the ccuntry of their customers. 

All kinds of banking business undertaken. 





Alexanders Discount Co. 
Limited 
24 LOMBARD STREET, E.C.3. 


Capital Authorised - £1,500,000 
Capital Subscribed - 1,350,000 


775,000 


Ramtiead. =. «Sree 


Reserve Fund- - - 
DIRECTORS 


Coin FrepericK CAMPBELL, Chairman. 
Ropert Ernest ALEXANDER. 
Georce CLEVERLY ALEXANDER. 
Sir Austin Epwarp Harris, K.B.E. 
Eric Gore Browne, D.S.O. 
Manager—F. Newcoms. 
Sub-Manager—B. F. Crewoson, C.B.E. 
Secretary—A. K. Bruce. 


Appoved Mercantile Bills discounted. Loans 
granted on negotiable securities. Money 
received on deposit at call and short notices 
at current market rates, as advertised from 
time to time in the daily papers. For longer 
periods on specially agreed terms. 


The Company deals in British Treasury 
Bills of any maturity. 





BANCO 
ITALIANO 


Established 1889 


Head Office: 


LIMA (Peru). 


Lp. 1,000,000 
600,000 
885,183 


Capital Authorised ... 
Capital Paid up ... Lp. 
Reserves... — 


BRANCHES : 
AREQUIPA, CALLAO, 
CHICLAYO, CHINCHA-ALTA, 
MOLLENDO, & TRUJILLO. 


London Agents: 


Banca Commerciale Italiana, 
30a Threadneedle Street, E.C.2 

















LONDON & EASTERN 
TRADE BANK LTD. 


(Established 1920) 


61/62 GRACECHURCH STREET, 
LONDON, E.C.3 


Telegraphic Address: 
EASTRABANK, LONDON. 


CAPITAL 
AUTHORISED - £1,000,000 
SUBSCRIBED & PAID UP £600,000 


The experience and organization of this 
Company enable it to offer comprehen- 
sive banking facilities to merchants 
whose products are suitable for Hire- 
Purchase distribution. You are invited 
to write for full particulars of our 
service. 

Funds now employed exceed £1,700,000 


Directors : 

SIR EDWARD M. MOUNTAIN, Bart., J.P. 
Chairman of the Board 
J. GIBSON JARVIE 

Managing Director 
LESLIE WHITTEM HAWKINS, F.c.A. 

B. E. S. MOUNTAIN 
T. GILBERT SCOTT 

Rt. Hon. EDWARD SHORTT, K.C., D.C.L, 


BANKING SERVICE FOR 
INTERNATIONAL TRADE 


INQUIRIES INVITED FROM MERCHANTS 
AND SHIPPERS FOR EVERY DESCRIPTION 
OF BANKING BUSINESS. 


KING’S HOUSE, KING ST., LONDON, E.C.2. 
and at Manchester and Glasgow 











BANCO NACIONAL ULTRAMARINO 


STATE BANK OF THE PORTUGUESE COLONIES. 
HEAD OFFICE: LISBON. Established in 1864. 










RESERVES : 
Esc. 49,000,000. 


CAPITAL: 
Esc. 50,000,000 fully paid. 














ERCIO * 
Offices in the following Countries: 
Portugal, Portuguese East and West Africa, India, China, Timor, and Brazil. 
a — OFFICE : 8, Rue du Helder. 
ngola ? > 
Belgian Congo ¢ BANCO DE ANGOLA. 
NEW YORK: Trust Co. of N. America, 93 Liberty Street. 
AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE WORLD. 


LONDON OFFICE: 9 BISHOPSGATE, E.C.2. 


The Bank places at the disposal of its Customersa complete International Banking Service at all its Branches. 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank). 
ESTABLISHED 1889. 


Head Office: HELSINKI (HELSINGFORS), FINLAND. 


Branches: 160 all over Finland, 


Paid-up Capital and Reserves - - - Fmk. 403,000,000 


Every kind of Banking and Exchange Business transacted. 
Telegraphic Address: ‘‘ KANSALLISPANKKI.” 
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(Established 1753) 
Registered with unlimited liability, 1885. 


am Mills & Co. 


Incorporating 


CHILD & CO. and HOLT & CO. 


(Established before 1600) (Established 1809) 


BANKERS 


Army and Air Force Agents, Navy and Prize Agents. 


Head Office: 67 LOMBARD STREET, E.C.3. 


Managing Partners: 
LORD WOLVERTON. 
LAURENCE CURRIE. 
LORD HILLINGDON. 
General The Hon. SIR H. A. LAWRENCE, G.C.B. 
Brigadier-General A. MAXWELL, C.B., C.M.G., D.S.O. 
ERIC GORE BROWNE, D.S.0. 


FREDERICK WILLIAM FANE. 
MARTIN DRUMMOND VESEY HOLT. 





Childs Branch: 1 FLEET STREET, E.C.4. 


Partners: 
FREDERICK WILLIAM FANE, 
SYDNEY ALEXANDER PONSONBY. 


Holts Branch: 3 & 4 WHITEHALL PLACE, S.W.1. 


Partners: 
MARTIN DRUMMOND VESEY HOLT. 
ARTHUR VAVASOUR BARBER. 





Current and Deposit Accounts ae on the usual terms. 
The Bank has Agents or Correspondents in all the principal cities and towns 
throughout the World, and can provide Banking facilities wherever desired. 


Letters of Credit and Circular Notes issued, Currency Drafts supplied, and 
Remittances and Telegraphic Transfers made to all parts. 

Foreign Currency Accounts opened. 

Securities held on customers’ behalf. 

Dividends, Annuities, etc. received, and Coupons Collected. 

The Bank has a special department to advise and assist customers on questions relating 
to Income and Super-Tax. 

Navy and Prize Agents. aati Claims anne 


THE DUTIES OF EXECUTORS AND TRUSTEES UNDERTAKEN 
Full particulars can be obtained on application to :— 
THE TRUSTEE DEPARTMENT, 
3 and 4 WHITEHALL PLACE, S.W.1. 
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A.D. 1720. 


MARINE fy eee) ACCIDENT 


LIFE BONUS 1925: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 
Marine Dept. :—157 LEADENHALL STREET, E.C.3. 


ASSETS EXCEED 


£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 





THE 


BANKER 


JUNE 1928 


THE PRESIDENT OF THE REICHSBANK 





THE BANKER 


A Bankers Diary 


Mid-April to Mid-May 


THE Currency and Bank Notes Bill was read a first time 
in the House of Commons on May 2. It empowers the 
._ Bank of England to issue one-pound and 
—— ten-shilling notes, and renders these legal 
gp ay tender by the Bank itself. The fiduciary 
issue is fixed at {260 millions, that is, about 

£4 millions less than the present Bank of England 
fiduciary issue plus the maximum fiduciary issue of 
currency notes fixed in accordance with the Treasury 
minute of 1919. The actual combined fiduciary issue on 
May 2 was about {£257 millions. The figure of £260 
millions may be reduced, at the request of the Bank and 
by consent of the Treasury, by such amount and for such 
time as the Treasury determine. It may be increased, 
by Treasury consent, by a prescribed amount for a fixed 
period not exceeding six months, such authority being 
subject to renewal or variation, but with the limitation 
that it cannot be extended beyond two years without 
the consent of Parliament. Silver coin may be held, to 
a maximum of £54 millions, against part of the fiduciary 
issue. As from a day to be appointed by Order in 
Council the Bank is to become liable for all currency 
notes outstanding, with the exception of notes called in 
but not yet cancelled, and securities are to be handed 
over to the Bank by the Government in sufficient amount, 
with the other assets transferred, to equal the notes 
taken over. The whole of the net profit on the note issue, 
as determined by agreement between the Bank and the 
Treasury, is to be handed over to the Treasury. Two 
provisions not directly concerned with the fusion of note 
issues are of special interest. First, ‘with a view to the 
concentration of the gold reserves and to the securing of 
economy in the use of gold,’”’ the Bank is empowered to 
require any person holding more than {£10,000 of gold, 
unless it be held for immediate export or for industrial 
purposes, to sell it to the Bank at the statutory buying 
price of £3 17s. 9d. per standard ounce. Secondly, a 
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penalty is prescribed for the printing, stamping, or by 
any similar means impressing any words, letters, or 
figures on Bank notes. 

The Bill received its second reading in the House of 
Commons on May 14, and passed through the committee 
stage three days later. On May 22 it passed the third 
reading. 


THE Bankers (Northern Ireland) Bill, which was read a 
first time in the House of Commons on May 2, regularizes 
the situation arising out of the powers of 
— note issue given to Irish banks under the 
a Free State Currency Act of 1927, which 
overlapped with those acquired under the 
Bankers (Ireland) Act of 1845. The total fiduciary issue 
of banks operating in Northern Ireland is fixed at 
£1,634,000, and is distributed among them in prescribed 
and previously agreed proportions. The powers given 
under this Bill are in addition to those conferred by the 
Free State Act. It is rendered illegal, except under 
Treasury licence, for a Northern Ireland banker to pay 
out notes forming part of the currency of any country 
outside the United Kingdom. Thus a Northern Ireland 
banker may not pay out Free State notes, nor may a 
Free State banker pay out Northern Irish or Bank of 
England notes. 
The Bill passed its second and third readings in the 
House of Commons on May 14 and 17. 


THE Government’s long-expected Agricultural Credits Bill 
was introduced on May 3 and passed its second reading on 
May g. The first part of the Bill, which 

Agricultural deals with long-term credit, provides for 
Credits the setting up of a company to make loans 

on mortgage for the purchase of farms, 

undertaking of improvements and other agricultural 
purposes. A total capital of {650,000 is to be provided by 
various banks, and the Government is to advance, free of 
interest for sixty years, an amount not exceeding the 
capital. The company may issue debentures, which shall 
be trustee securities, to raise sums up to £5 millions, to 
which the Treasury may subscribe not more than one 
quarter. The Government is to make a contribution 
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towards the costs of administration. Interest on the capital 
of the company is not to exceed 5 per cent., while loans 
must not exceed two-thirds of the estimated value of the 
property mortgaged, and are to be repayable in equal 
instalments covering capital and interest and spread over 
not more than sixty years. The second part of the Bill 
creates a new instrument to facilitate short-term borrow- 
ing. This “agricultural charge’’ may be made in favour 
of a bank and may cover all or any farming stock or 
other agricultural assets, to secure either a fixed or variable 
loan. The charge gives the bank the right, as authorized 
under its terms, to seize and sell the assets comprised in 
it with a view to liquidating the debt. Every agricultural 
charge must be registered at the Land Registry, and the 
register is to be open to inspection. 


THE budget for the current year was opened on April 24. 
The expenditure for 1927-8 amounted to £8384 millions, 
while revenue, exceeding the estimates by 

The Budget £8 millions, reached £843 millions. The 
application of the sinking fund of {£65 

millions to debt reduction, partly balanced by the issue of 
conversion loans at a discount, effected a curtailment of 
£27 millions in the net dead-weight debt. The external 
debt on March 31 stood at £1,095 millions, and the internal 
at {6,432 millions. The Chancellor announced the 
inauguration of a new accounting system, designed to 
eliminate self-balancing items, such as Post Office ex- 
penditure and Road Fund grants, which are met out of 
Post Office receipts and motor vehicle duties, and to 
separate sinking fund allocations from ordinary expend- 
iture. On the old basis expenditure in the current year 
was put at £805 millions, or on the new basis at £6764 
millions. This latter figure excludes the amount to be 
devoted to sinking fund. On the old basis of taxation 
revenue was estimated at £812 millions and £7333 millions 
respectively. Important announcements were made in 
respect of the national debt service. Henceforth a fixed 
annual debt charge of £355 millions is to be provided 
for, to cover interest, management, and sinking fund 
and to finance a reform of the methods used hitherto in 
dealing with accruing interest on savings certificates not 
encashed. A further important part of the budget related 
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to the plans of the Government for granting relief to 
agriculture and industry by taking over three-quarters 
of the burden of local rates on productive establishments 
and railway, canal, dock and harbour undertakings, and 
the whole of the remaining burden of local rates on 
agricultural land and buildings. Coupled with the scheme 
were proposals for more general overhauling of the rating 
system. To provide the necessary funds a duty of 4d. 
per gallon was announced on imports of light oils. Other 
changes in the system of taxation were a small reduction 
in the sugar duty and increased income-tax allowances 
in respect of children. These and other changes and 
special incomings raised the revenue estimate to £756 
millions, giving a prospective surplus of £794 millions, out 
of which {£65 millions is to be devoted to sinking fund and 
the balance to a suspensory fund to finance the scheme of 
rating relief. 


On May 8 Sir Robert Kindersley delivered an address 
in which he disclosed the results of a private investigation 
ms of the scope of British overseas investment 
an — and current saving. British capital in- 
Investments Vested abroad was put at £3,990 millions, 
giving a gross yield of £309 millions and a 
net yield, after allowing for the American and other 
debt settlements, of at least {£280 millions. The 
Board of Trade estimate of income from overseas invest- 
ments in 1927 was £270 millions. Sinking fund payments 
available for re-investment were estimated by Sir R. 
Kindersley at £41 millions, of which £34 millions was the 
British share. The amount subscribed by British people 
to new overseas issues in 1927 was {£109 millions, so 
that actual new savings invested abroad amounted to 
£75 millions. 


THE lists in connection with the French Government loan 
for the consolidation of short-term debt were opened 
on May 7. The loan takes the form of 5 

French per cent. rentes, redeemable at par in 

Conversion : _ 

oc seventy-five years. | Subscriptions were 
invited, either in cash, at the price of fr. 455 

per fr. 500 bond, or in national defence bonds or other 
prescribed securities of near-by maturities. The proceeds 
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of cash subscriptions are to be used to repay part of the 
State debt to the Bank of France, as well as certain 
loans shortly falling due. The lists for cash subscriptions 
were closed on May 15, considerably earlier than had been 
expected. By this time total applications amounting to 
fr. 10 milliards had been received. 


FOLLOWING the issue of the external loan under the 
auspices of the League of Nations (see March issue), the 
new Greek central bank, the Bank of Greece, 
Greek —_ began operations on May 14. At the same 
PR ~ er time a decree was issued fixing the definitive 
abilization : 
ratio between the drachma and gold at 
51,212.87 drachmz to 1,000 grammes of fine gold. The 
parity between Greek and British currency is thus 
dr. 375 to the £, around which figure the exchange has 
been maintained for some time past. The central bank 
is required to buy and sell sterling at parity, plus or 
minus dr. 2} to the £. The bank began business with 
cash reserves equal to 53} per cent. of its note and 
other liabilities, its initial rate of discount being fixed at 
10 per cent. and the rate on loans against securities at 


II per cent. 


THE Siamese tical, the parity of which was fixed about a 
year ago at 11 to the £ (see May 1927 issue), was in April 
linked to gold, its parity now being one- 
Siamese eleventh of the gold content of the sovereign. 
Exchange At the same time the name of the unit was 
changed to the baht. The Government has 
accepted liability to keep the exchange within narrow 
limits fixed in relation to this parity, but will continue to 
buy and sell on demand exchange on London at 10.80 and 
11.20 bahts to the £ sterling respectively. The reserve 
against currency issues may consist of gold, gold securities 
and short-term claims on gold standard centres. 


IssuEs of new capital were maintained in large numbers 
and volume. An offer of 5 per cent. inscribed stock at 
98 by Western Australia was oversub- 

— ' scribed. New Zealand and Kenya each 
ye made an issue of 4% per cent. inscribed 
stock, the former at 94$ and the latter at 

g5, and both were well received. Coupled with the New 
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Zealand issue was a substantial conversion offer. The 
State of Parana issue of 7 per cent. consolidated bonds at 
98 was oversubscribed. The first of an anticipated series 
of home corporation loans was on behalf of Walsall, and 
took the form of 4? per cent. redeemable stock at 99. 
The issue was oversubscribed. A new continental under- 
taking, the Hungarian Transdanubian Electrical Com- 
pany, made almost simultaneous issues of 6$ per cent. 
debenture stock at 93, this being oversubscribed, and 
44 per cent. debenture stock at 97, this carrying a British 
Government guarantee under the Trade Facilities Acts. 
Industrial issues again came thick and fast, while 
numerous trust companies made offers either publicly 
or to their own proprietors. 


On April 30 the Bank of Sweden raised its discount 
rate by 4 to 4 per cent. In pursuance of the upward 
movement in Federal Reserve rediscount 

Bank Rate fates initiated at Boston and Chicago (see 
Changes May issue), the Dallas and Philadelphia 
Reserve Banks raised their rates by } to 

44 per cent. during the first half of May. The Federal 
Reserve Bank of New York followed suit on May 17. 
This brought the rate at eight of the twelve reserve banks 
up to 44, leaving four operating a rate 4 per cent. lower. 





The Amalgamation of the Note 
Issues 


HE long-awaited Currency and Bank-notes Bill, 
which has now passed all its stages in the House of 
Commons in a substantially unaltered shape, 

proposes essentially to do two things. It fixes the com- 
bined fiduciary circulation at £260 millions—a reduction 
of nearly five millions hitherto permissible under the 
Treasury Minute of December 1919 and the Bank Act 
of 1844. And, secondly, it replaces the power conferred 
on the Treasury by the Currency and Bank-notes Acts, 
1914-15, to allow an increase in the fiduciary circulation 

































362 THE BANKER 





of the Bank of England and the power, under the same 
Act, to increase the supply of Currency Notes (in both 
cases without a limit of time or amount being stated), by 
a power of the Treasury to sanction an increase in the 
fiduciary circulation of the Bank of England for a period 
not exceeding six months, renewable, in the absence of 
express Parliamentary sanction, for a maximum period 
of two years. 

In addition to these essential paragraphs, the Bill 
appropriates the whole of the profits of the note-issue for 
the Exchequer; gives power to the Treasury to sanction 
“for such period as may be determined by the Treasury, 
after consultation with the Bank” a reduction of the 
fiduciary circulation ; sanctions a modification of the form 
of the weekly bank return “‘to such an extent as the 
Treasury, with the concurrence of the Bank, consider 
necessary, having regard to the provisions of this Act,”’ 
and, lastly, gives the Bank of England, “with a view to 
the concentration of the gold reserves and to the securing 
of economy in the use of gold’”’ power to commandeer 
stocks of gold at the Mint price, other than stocks 
bona fide held for industrial purposes or bona fide held 
for “immediate export.” 

The Bill thus solves the problem of amalgamating the 
note-issues by reverting, as far as is possible under the 
changed conditions of today, to the principles of the 
Bank Act of 1844. In that respect it adheres faithfully 
to the recommendations of the Cunliffe Committee, which 
reporting before the Gold Standard Act of 1925 had made 
a drain of gold for internal hoarding impossible, thought 
that the fiduciary note-issue should be fixed in the light 
of a minimum reserve of £150 millions and a normal 
working of the foreign exchanges, but was averse on 
general principles from departing from the spirit of the 
legislation of 1844. 

The legislation of 1844 has a strong and a weak side. 
Its weak side is that drains of gold do not take place 
against a presentation of notes, but against a cancellation 
of deposits; in other words, the flow of gold out of the 
Bank is a measure rather of international disequilibrium 
of prices and of adverse exchanges than of any internal 
discredit attaching to the note. To segregate gold against 
the notes is thus to protect the Bank against a non- 
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existent danger, and to weaken it in the face of the danger 
which does exist, of a loss of gold to other centres. The 
greater part of the gold in the Issue Department is thus 
not available in a moment of pressure, except in so far as 
the notes against which it is held are presented for gold 
by the joint-stock banks, who keep part of their cash 
reserves in notes, and who might be tempted to export 
gold if it proved profitable to do so. This is a very remote 
contingency, since the joint-stock banks cannot or do not 
reduce their cash ratios appreciably, especially as the 
periods when it would most pay to export gold are usually 
also periods of industrial activity, when, in any case, the 
cash ratios of the banks are likely to be more than normal. 
Thus, of the total amount of gold, the larger portion is as 
useless for defensive purposes as if it did not exist at all. 

The second weakness associated with the Act of 1844 
is that increases in the note-issue are not possible without 
any increase in the gold holdings of the Bank. Thus, in 
periods when world trade and population are expanding 
rapidly or gold output is declining, absolutely or relatively, 
Great Britain is an area which exerts a depressing in- 
fluence on the price-level, since the amount of gold which 
it requires to effect a given expansion in its hand-to-hand 
currency is greater than that of areas where the note- 
circulation does not normally require a full backing of 
gold. This pressure on the gold supplies of the world was 
a positive benefit in periods of such rapid expansion in the 
production of gold that the world price-level was rising, 
for then the Bank Act of 1844 acted as a cause of in- 
creased demand for gold. And, in any case, banking 
expedients, such as the more general use of cheque- 
accounts, diminished the extent to which notes were 
required actually in the internal circulation of the country. 

On the other hand, the strong side of the Bank Act 
of 1844 was that it mitigated against the temptation to 
expand the currency rapidly in periods of boom. Bank of 
England credit policy had to adjust itself to the fact that, 
if credit expanded too rapidly, resulting in a drain on the 
free reserves of the Banking Department, it was not 
possible to provide more currency by merely increasing 
the fiduciary circulation. In other words, the increasing 
supplies of cash required during the progress of a trade 
boom had either to be obtained by drawing gold in from 
abroad, which mitigated against the international upswing 
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of prices, or the boom had to be checked earlier than would 
otherwise have been necessary. In either event, the 
instability of prices, due to cyclical fluctuations of trade, 
was less than it would otherwise have been. 

In judging of the new legislation, then, one must ask 
how it affects: (a) the availability of the total gold re- 
sources of the Bank; (b) the long-period trend of prices ; 
(c) cyclical fluctuations of prices. The answer turns in 
the main upon how clause 8 of the Bill, which permits 
of alterations in the maximum fiduciary issue, will be 
worked in practice. For, if the Bank makes use of its 
right to demand an increase in the fiduciary circulation 
whenever any unusual demand for gold arises abroad, or 
if there is a trade boom or if the secular trend of prices 
shows a rising value of gold, what will, in fact, be happen- 
ing is the adaptation of a seemingly rigid Bank Act to 
the requirements of the present time. 

Now, upon this point the debates in Parliament do 
throw some light. In the course of the second reading 
debate, Sir L. Worthington Evans stated that : “‘Clause 8 

makes a statutory provision intended to be used not 
reluctantly and with hesitation in time of crisis, but 
whenever the governor of the Bank feels that the present 
limit of the fiduciary limit is unduly restrictive, to be 
used not in defiance of the law, but in accordance with the 
statutory provisions intended for the purpose.” He 
mentioned several contingencies: (1) A financial crisis, 
nowaadys an unlikely contingency ; (2) a sudden demand 
for gold arising out of the withdrawal of balances in 
London by foreign banks. “If the withdrawal of gold 
was insisted upon, it might become necessary to extend 
the fiduciary issue, and that would be an occasion which 
would justify the governor of the Bank in asking for that 
expansion and the Treasury in granting it.’ 

Thirdly, there might dev elop a scramble for gold 
among the central banks. ‘Should the Bank of England 
find that, owing to a world demand for gold, credit would 
be unduly restricted, not as a check on speculation, but 
to the injury of legitimate requirements, then the Bank 
can request the Treasury to extend the fiduciary issue and 
so free gold in the hands of the Bank for further credit 
operations.’ 

And, lastly, “the principle of a fixed fiduciary issue 
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itself necessitates some provision being made for normal 
growth. It was only by an accidental combination of 
circumstances that the Act of 1844 did not require an 
expansion of the fiduciary issue from time to time.’’* 

The importance of these remarks lies in the fact that, 
in the course of the third reading debate, Sir L. Worthington 
Evans gave definite assurances that his analysis of the 
type of situation which would give rise to an increase 
in the fiduciary circulation had obtained the sanction 
of the governor of the Bank of England. The important 
passage is to be found in column 1,832 of ‘‘ Hansard :”’ 
“T am authorized to say that the governor of the Bank has 
read what I said on Second Reading. For fear that I 
should pledge him too much, and to be more specific, 
he has read what I said in columns 746 to 748 of the 
Official Report, and he has authorized me to say that that 
does represent the general intentions of the Bank. That, 
then, is the policy, therefore, of the Bank.”’ In a later 
stage of the same speech he further said that : ‘‘So long as 
gold is wanted, not for speculative purposes or for infla- 
tionary purposes, but so long as it is wanted for, and if a 
case is made for, an increase of currency owing to better 
trade and better conditions of living, then that is one of 
the occasions in which, if currency is to be increased, 
clause 8 is available.” 

The distinction between a scramble for gold on the 
one hand and the rise in the long-run value of gold on the 
other hand is, perhaps, a little artificial. But what must 
strike one is the continual reference to the undesirability 
of increasing the fiduciary issue in case of “‘speculation.”’ 
What zs speculation for this purpose? It can only be 
the rise of prices which accompanies the industrial 
cycle. The general tenor of the argument then is that 
if an increase in the fiduciary circulation would have the 
effect of stimulating a boom it would be undesirable— 
an argument for which there is a great deal to be said. 
But, unfortunately, the procedure of the Bill is such that 
it is much easier to cause a temporary increase than a 
permanent increase, for the former does not, the latter 
does, require Parliamentary sanction. And if the Bank 
sets its face against temporary increases during the 
upward phase of the trade-cycle because this might 

* “ Hansard,” May 14, 1928, cols. 746-8. 
cc 
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increase ‘‘speculation,’”’ and opposes an increase during 
the downward phase of the trade-cycle because this 
might be “‘inflation,’’ the long-period expansion which 
might nevertheless be desirable will never be obtained at 
all. Admitting, then, that the assurances given by the 
governor show that he is aware of certain cases in which 
expansion is expedient, there is still left open the question 
of whether clause 8 in its present form is the best way of 
providing the elastic element which, it is admitted on all 
sides, is needed. 

The undesirable feature of the clause is its association 
of long-period expansion with short-period expansion. 
There is no necessary connection, either in time or in 
amount, between them. Why should a _ long-period 
expansion be made dependent upon a six-monthly 
experimental period, during which any increase is made 
dependent upon some special incident? And, if the 
long-run needs are to be considered in and of themselves, 
why should they be made dependent upon Parliamentary 
sanction in two years’ time from the date at which they 
are first considered ? 

The proper method of dealing with short-period 
increases is to associate them with rising bank rates, so 
as to prevent an exploitation of the resources of the Bank 
by the market, excited by rising prices or some other 
temporary factor. The proper method of dealing with 
long-period expansion is in connection with some index 
number of international prices, after proper inquiry and 
report by an expert body. The machinery by which 
short-period expansion ought to be sanctioned ought 
to be machinery capable of quick decision ; the machinery 
by which long-period expansion should be sanctioned 
ought to be of an entirely different kind. This is recog- 
nized by the present Bill to the extent that Parliamentary 
authority must be obtained, but it is very doubtful 
whether long-period increases require the kind of pro- 
bationary period now provided in the Bill. 

The debates in the House of Commons revealed some 
other interesting points. An unnecessary amount of 
excitement was roused on the question of whether or not 
the Bill permits the holding of bills of exchange against 
the liabilities of the Issue Department; obviously it 
really makes no difference whether the Bank transfers 
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long-dated securities to the Issue Department and 
increases its holding of bills of exchange in the Banking 
Department, or whether it leaves the long-dated securi- 
ties in the Banking Department and puts bills in the 
Issue Department ; the important point is the volume of 
fiduciary issue, and not the nature of the earning assets 
held against it. On the other hand, it appears that there 
is not the slightest intention to utilize this opportunity 
of really bringing the Bank return up to date, Mr. Samuel 
actually saying that ‘There will be nothing other than 
minor consequential amendments in the form of the 
Bank return, such as the excision of the reference to 
silver bullion and the provision of an entry for silver 
coin” (col. 1,390). Well might Mr. Lees Smith describe 
this as an “‘entirely unsatisfactory” answer. If future 
increases in the fiduciary circulation are to be left to the 
discretion of the Treasury and the Bank, why cannot 
at least the outside public be allowed to know what the 
real state of the Bank is? It appears that there is even 
no intention of providing full information as to the terms 
of the agreement between the Government and the 
Bank on the appropriation of the profits from the note 
issue. “It is an agreement not capable of being laid 
before Parliament in the sense of a written document,” 
since it will be “an agreement of accounts between the 
accountants on the one side and the accountants on the 
other.” If Parliament is not satisfied with the figures 
in the Finance Accounts, questions can be asked. But 
on the relevant point as to whether the figures in the 
Finance Accounts will be gross or net figures, no indica- 
tion was furnished by the Secretary of State, who was 
clearly not certain what were the present figures given in 
the Finance Accounts. It is a small point, but it is 
indicative of the persistent refusal to consider publicity 
and information on the affairs of the Central Bank as 
worth while, which is so unsatisfactory a feature of the 
present state of affairs. 
Mr. F. A. Szarvasy, chairman and managing-director 
of the British Foreign and Colonial Corporation, has been 
elected a member of the London Board of Martins Bank, 


Limited. 
cc 2 
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The Agricultural Credits Bill 
By C. S. Orwin 


(Director cf the Agricultural Economics Research Institute, Oxford University) 


HE problem of providing capital for the farming 
industry differs from that of the other great 


productive industries of this country in that the 
joint-stock principle is unknown in agriculture, and the 
institutions supplying credit have to deal with a great 
multitude of small capitalists whose financial positions 
are not always to be ascertained from a balance sheet. 
Their need for credit facilities is manifest, however, 
because they cannot make the appeal of the joint-stock 
concern for the subscription of capital by the public. 


LONG-TERM CREDIT 

Until recent years the credit requirements of the 
farmer were limited to short-term loans. The agricul- 
tural industry of Britain was conducted on a partnership 
arrangernent between two parties, the landlord and the 
tenant, by which the former provided the capital repre- 
sented by land and buildings, leaving the latter to find 
only the working capital required by the business. This 
is still the prevalent basis upon which the industry is 
financed, but the problem of long-term credit—as repre- 
sented by mortgages to facilitate the acquisition of the 
landlord’s interest by the tenant, or to secure advances 
for the permanent improvement of the land—has assumed 
a new and a greater significance owing to the growth of 
a tendency amongst landlords to withdraw from the 
partnership. During the few years following the war 
agricultural estates were thrown upon the market all 
over the country. Between the years IgI19g-24 the 
tenants of more than 3,000,000 acres of land were called 
upon to finance the purchase of their partners’ interest ; 
and although the rate at which the landlords’ withdrawal 
is going on has slowed down since that time the process 
is still in operation, and the farmer, here and there, is still 
faced with the task of securing long-term credit in some 
shape or form as an alternative to going out of business. 

Credit for the purchase of the freehold is obviously 
of the long-term order. The rank and file of the farming 
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industry are wont to employ all their cash resources 
in the way of working capital, and the necessity of 
purchasing their holdings finds them quite unprepared. 
Many of them have been financed by the banks against 
the deposit of the conveyance ; others have raised money 
on mortgage from private lenders—in many cases from 
the vendor himself. It is obvious that bank credit is 
quite unsuitable for this purpose. If agriculture were 
enjoying a long spell of unexampled prosperity the 
possibility of a steady reduction of loans for the acquisi- 
tion of the landlord’s freehold might bring these trans- 
actions within the scope of ordinary bank business ; under 
the normal conditions of farming, or in bad times such 
as those now prevailing, the indefinite term of the 
borrowers’ requirements must present an insuperable 
difficulty. Mortgage credit obtained from the private 
lender or from a corporation is in another category, and 
represents the obvious means by which to secure long- 
term credit for the purchase or permanent improvement 
of agricultural holdings. It remains, therefore, to 
consider in what ways the public and private sources of 
long-term credit are inadequate to the farmers’ needs 
and how the Agricultural Credits Bill proposes to 
augment them. 

Money can be obtained on mortgage from the private 
lender up to two-thirds of the value of the land and at 
a rate of interest about half of 1 per cent. above the 
yield of Consols. So far as it goes it is well suited to the 
purpose for which it is used, but it is not always available 
in sufficient quantity to meet the needs of the moment ; 
it may be called in at short notice, and thus involve the 
mortgager in the expenses of arranging a substitute 
mortgage, and it is not redeemable as a rule by easy 
instalments. The costs of conveyancing are very heavy, 
and the legal profession is said to be not without its 
black sheep who do not hesitate to augment their 
incomes by a continuous reshuffling of mortgages amongst 
their clients. 

Two or three financial corporations exist * which 
have been formed for the sole purpose of lending money, 





* The Lands Improvement Company, incorporating one or two 
others with similar purposes, and the Farmers’ Land Purchase 
Company 
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on mortgage, either for the purchase of agricultural 
holdings or for the improvement of them, or for both 
purposes. As regards improvements, these corporations 
are prepared to advance up to the full cost; as regards 
purchase, the loan may be up to 75 per cent. of the value 
of the land. The interest charge varies with the yield 
on gilt-edged securities from time to time, and is about 
a half of 1 per cent. above it; in addition, there are 
certain fees charged by the companies in connection with 
their services. The great advantage of the facilities 
they offer, apart from that of finding money more easily 
than through the private lender, is that the loans are 
redeemable—in fact they must be redeemed—by easy 
instalments over a series of years. The duration of the 
loan depends upon its purpose—those for purchase, or for 
“permanent” improvements of a very lasting character, 
such as cottage building, running for longer than those 
for “permanent” improvements with a lower expectation 
of life, such as corrugated iron sheds. But the borrower, 
in all cases, has the satisfaction of knowing that the 
money he has borrowed will not be called in and that 
every half-year he is reducing the amount of his obligation. 

As regards long-term credit facilities for the agricul- 
tural industry, it is no more than true to say that they 
are in every way adequate to its needs. That they have 
not been used more freely is no evidence of deficiency, 
the explanation being that the state of the industry is 
not such as to encourage expenditure on improvements, 
and that the cost of money at the time when the need 
for financing land purchase was at its greatest was so 
high as to discourage this method of loan. What, then, 
does the Government propose to do by its Agricultural 
Credits Bill which is not already available to the industry ? 
The answer is simple: it proposes to make it possible 
for farmers to borrow money for long-term purposes at 
rates of interest lower than those which the private 
lender or the incorporated financial concern can afford to 
accept. To this end a company is to be formed to lend 
money on mortgage which will be assisted out of public 
funds to the following extent: a guarantee fund not 
exceeding three-quarters of a million, or the paid-up 
capital of the company (whichever be the less), is to be 
advanced to the company free of interest for sixty years; 
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a contribution of ten thousand pounds per annum is to 
be made for ten years towards the cost of the administra- 
tion of the company; the Treasury is to procure the 
underwriting of debentures issued by the company to the 
aggregate amount of five millions, and to subscribe for 
such debentures to the amount of one-fourth of the issue. 
The debentures are to rank as a full trustee security, and 
interest on the share capital of the company is to be 
limited to 5 per cent. Loans may be made up to two- 
thirds of the value of the property at the time of the 
loan, and they are to be redeemable by equal yearly 
or half-yearly instalments spread over a period not 
exceeding sixty years. 

It is quite obvious that the company foreshadowed 
in the Bill will be in a position exceptionally favourable 
to the granting of cheap credit by way of mortgage, and 
with the backing of the State and the margin of one-third 
of the value of the security pledged its financial position 
should never at any time be in doubt. The farmer under 
the necessity of purchasing his holding, or desirous of 
effecting permanent improvements to it, should welcome 
this intervention by the State on his behalf. 


SHORT-TERM CREDIT 


The long-term credit proposals of the Agricultural 
Credits Bill introduce no new principles in the relations 
of borrower and lender if the State subsidy of the 
interest charge be excepted. So much cannot be said, 
however, of the Government’s proposals for the provision 
of agricultural short-term credit. 

Short-term credit is required by the farmer for finan- 
cing the production of his land. He may require money, 
for example, to meet his harvest wages, to purchase his 
supplies of winter feeding stuffs, to stock his pastures in 
summer, or to fill his cattle yards in winter. Although 
credit of this kind is essentially “short-term” in 
character, he may need it for periods of time longer 
than those common in other businesses, for the turnover 
of capital in agriculture is notoriously slow. At the 
present two sources of supply are available to the farmer : 
(1) his bank; (2) the tradesmen, merchants, and dealers 
with whom his business is transacted. 
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Bank credit is given by way of overdraft, with or 
without security, according to the known or ascertained 
position of the customer ; and although it is the reiterated 
complaint of the farmer that accommodation is less 
easily got in these days than in the time when country 
banking was more in the hands of smaller and very 
often private institutions, there can be no doubt that 
bank credit to a very large amount is still available for 
use in agriculture. It is equally certain that the amount 
is inadequate to its needs; and while it is impossible to 
produce statistical evidence it is probably true to say 
that the credit provided by the tradesmen, merchants, 
and dealers serving the farmer far exceeds in amount 
that which is provided by bank advances. It must not 
be overlooked, of course, that merchant credit to a 
large extent is no more than bank credit at secondhand, 
the merchants backing the farmers’ bill, so to speak, and 
the bank preferring, apparently, to have fewer dealings 
for larger sums with those serving agriculture than to 
incur the trouble and expense of multifarious smaller 
transactions with the primary producers of the industry. 
In fact, the commonest way of financing the farm is to 
run bills with tradesmen and merchants and to get 
live stock from auctioneers and dealers to be paid for 
by re-sale through or to the supplier at a subsequent date. 

As regards bank credit, it is superfluous to say that 
there is no better way of meeting the farmers’ needs. In 
theory there is no objection to merchant credit, assuming, 
of course, that the debtor is given a square deal as regards 
the charges made for the accommodation. Indeed, 
many farmers owe much, in more senses than the literal 
one, to the traders with whom they deal. But in practice 
there are obvious objections in that the lender can take 
no security, and must therefore protect himself by 
making the good debts pay for the bad ones, and in that 
he secures a hold upon his customer which he may be 
tempted to abuse. There is nothing to show that the 
total available supply of credit from both sources is 
inadequate to the bona-fide requirements of the industry ; 
what farmers feel is that they have to pay too dear for it. 
Co-operative trading might have done much to meet the 
case ; for a society of farmers formed for the purchase of 
requisites, and composed of members known to each 
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other and admitted only after election by the committee, 
would constitute a credit proposition which would make 
a strong appeal to any bank, backed as it would be by a 
considerable amount of uncalled capital. Unfortunately, 
the advantages of membership of the existingjagricultural 
co-operative trading society are restricted to those 
farmers who have ample cash resources. The agricul- 
tural co-operative movement was long antedated by the 
industrial movement, and so it has happened that the 
rules of business of the latter have been adopted by the 
former, and the sale of requisites to farmers is conducted 
on a cash basis, every effort being made, by withholding 
the bonus payable out of the year’s profits and in other 
ways, to prevent the extension of credit to members. 

Let it be granted, then, that the sources of credit 
now available to farmers are inadequate to the needs of 
the industry. How does the Government Bill propose to 
remedy the deficiency, and what is likely to be the effect 
of its provisions ? Under the short-term credit clauses 
of the Bill it is proposed to introduce an entirely new 
relationship between the banks and their farmer cus- 
tomers. The agriculturist is to be authorized to give a 
bank a fixed or a floating charge over all his farming 
stock and assets ‘“‘as security for sums advanced to him 
by the bank and interest, commission and charges 
thereon.’’ These charges are to be registered at the 
Land Registry, and the register may be inspected and 
copies taken from it, but the Bill makes it unlawful for 
there to be any publication of the charges or of the names 
of the farmers creating them. In effect, the granting of 
chattel mortgages in favour of a particular creditor and 
to the detriment of all others, which was made unlawful 
—without full publication—by the Bills of Sale Acts, is 
now to be authorized as regards the farmer debtor and 
his banker creditor. 

It is likely that the Bill is designed deliberately to 
kill merchant credit and to cencentrate the financing 
of farming in the hands of the banks; this would be 
impossible without some new security such as that now 
contemplated. Most merchants and dealers would wel- 
come a reduction of the farmers’ indebtedness to them; 
it is only those who have questionable ends to serve to 
whom the present system is of any service. It seems 
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certain that all sources of credit other than bank credit 
will dry up immediately the passage of the Agricultural 
Credits Bill through the Houses of Parliament is assured, 
and what will be the immediate and the ultimate results 
of this great change in the present practice ? 

Both may be serious. The immediate result will be 
the calling in of all accounts, by merchant creditors. It 
is true that the Bill contemplates some temporary 
arrangements to protect existing debts; but how is the 
merchant to know which of his customers have given 
“agricultural charges” to their banks and which have 
not, and how can he secure himself except by a general 
all-round withdrawal of credit ? It is true, again, that 
the farmer thus pressed may raise the money required 
for his trade debts by bank advances against his “ agricul- 
tural charge,’’ but what means has the branch manager 
at his disposal of making a fair appraisement of his 
customers’ assets? It seems reasonable to conclude 
that the immediate effect of the passage of the Bill will 
be the creation of an atmosphere of doubt and uneasiness 
for the agricultural merchants and dealers leading to a 
withdrawal of the credit facilities which they now extend 
freely to their customers, and a consequent period of 
difficulty and anxiety for these while they endeavour to 
obtain equivalent bank accommodation. Further, that 
the need for caution and discrimination which will be ever 
present in the minds of branch managers will result, 
ultimately, in the restriction of the credit opportunities 
now enjoyed by the agricultural industry. Whilst the 
farmer may pay less for his money, he will have less of it 
with which to finance his operations. “How many 
farmers start on their own account with capital lent by 
a father, relative, or friend who knows his capacity and 
character and is willing to finance him? How many are 
financed over difficulties by their landlords or others ? 
Nothing of this sort can in future be done, and all such 
existing loans will be placed in jeopardy. What farmer 
will in future get any credit at all except such as a country 
bank manager may think safely covered by his assets ? 
What merchant, cattle dealer, or tradesman can give 
him credit, when at any time he may see the whole of 
his assets seized by the bank ?’’* 

* Sir Henry Cautley, K.C., M.P., 7 The Times,” June 4, 1928. ca 
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How can the banks do otherwise than take a very 
conservative view of their customers’ financial status ? 
Their remedy, in the last resort, is to sell up their debtors 
to obtain repayment of loans and interest secured on 
crops and stock. Is it conceivable that in the present 
difficult times through which agriculture is passing the 
banks will run the risk of having to enforce their charges 
to the point of driving their customers out of business, 
particularly with one of the leading institutions standing 
out of the Bill? And yet the only alternative is a severe 
restriction of credit. The men most anxious to take 
advantage of the Bill will be the lame ducks of the 
industry, seeking means, by hook or by crook, to keep 
floating for another year or two. 

This is the second attempt by Government to grapple 
with the problem of agricultural credit.* Everyone will 
sympathize with the desire evident in this Bill to abolish 
the subterranean and expensive means by which farming 
is too often financed. But the obvious way to achieve 
this object is by the organization of the collective credit 
of the members of agricultural co-operative societies—not 
by the creation of ad hoc agricultural credit societies as 
contemplated by the Act of 1923, but by collaboration 
with the existing farmers’ trading and marketing societies. 
This method was urged by the Agricultural Tribunal of 
Investigation,f but it has attracted no official attention. 
Those who believe that co-operative organization, de- 
veloped with due regard for the special circumstances 
and the particular psychology of the British farmer, can 
do as much for him as it has done for farmers of other 
countries, will regret that the opportunity for linking up 
the magnificent banking system of England with the 
farmers’ co-operative movement for the solution of the 
problem of agricultural credit has once more been lost. 


* The first resulted in the abortive Agricultural Credits Act, 1923. 
t Final Report, p. 74, Cmd. 2145. 


Seligman Brothers, Limited 


Messrs. Seligman Brothers, the eminent London 
acceptance house, has been formed into a private 
limited company, with a capital of £1,250,000 in {10 
shares, all of which will be issued for cash. 
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An American Mode of Lending 


“Instalment Paper ”’ 


By H. Parker Willis 


which has always stood out against instalment plan 

financing, has decided to establish a company 
whose mission it will be to enable buyers of Ford cars 
to finance themselves “‘ on time ’”’ as purchasers of other 
makes have been doing, must be accepted as a rather 
noteworthy development. As is well known, Mr. Ford 
has been in favour of the cash principle; and, while his 
company has in recent years been disposed to make some 
concessions to buyers by arranging to let them spread 
out their payments over a series of months, this has been 
usually only a plan whereby the dealer gave direct credit 
to the purchaser of the car. Most automobile companies 
have gone much farther than this in developing their 
credit systems. They have in many cases organized 
finance companies of their own, whose function it has 
been to take the obligations signed by buyers of cars 
and to make marketable paper out of them. This un- 
doubtedly is what the new Ford enterprise is designed 
to do. 

The concession thus apparently made by the Ford 
Company does not stand alone. A great many concerns 
engaged in merchandising, especially those of the old- 
fashioned conservative variety, have been exceedingly 
reluctant to take any step that would appear to be a 
decided departure from the cash payment plan. Never- 
theless, they are finding themselves forced to follow the 
lines of lesser resistance mapped out by their competitors. 
The general extravagance of the American public and the 
craze for buying costly patented articles which involve a 
large outlay if paid for at the start, has rendered price of 
comparatively little significance as compared with con- 
venience of payment. Accordingly those concerns which 
have been disposed to make most liberal terms with their 


7 HE announcement that the Ford Motor Company, 
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customers are in most cases succeeding in attracting 
business, while the old-fashioned enterprise which is not 
willing to give more than a moderate credit so far as time 
is concerned is finding itself left behind. Hence the 
steady and continuous spread not only of instalment sales 
but also of instalment finance. What is being done by 
Mr. Ford is being done less conspicuously by thousands of 
other enterprises, so that instalment buying and financing 
is now developing throughout a great many fields that are 
not adapted for it, and where its use simply has the effect 
of raising prices all round. 

The question what bearing this movement has on 
banking is possibly the most fundamental question in the 
whole range of instalment discussion, although it should 
be added that less attention has been given to it than any 
other phase. This question has not escaped the attention 
of American bankers, but it has been considered by them 
only in the most superficial fashion, and without any 
reference to the underlying problems of a general nature 
which are presented by instalment finance. In the rather 
brief and cursory reports which have been made to the 
American Bankers’ Association within the past two years 
or so, most of the attention has been given to instalment 
financing in its social and broader economic aspects, while 
secondarily the subject has been studied from the stand- 
point of security on the part of the banks themselves. 
Only gradually is it coming to be realized that there is 
a much nearer field for urgent study than that which is 
represented by either of these sets of considerations— 
the effect produced on bank liquidity. 

The bearing of instalment financing on American 
banking can be best understood by noting briefly the way 
in which instalment paper is handled. An automobile 
concern, let us say, decides to sell its cars on a credit of 
perhaps eighteen months with payments spread out over 
these months .in such a way as to leave a “ recovery value ”’ 
or “repossession value’”’ in the automobile which is 
presumably about equal at any rate to the total of the 
instalments remaining unpaid. When the buyer purchases 
the car, he pays down anywhere from Io per cent. to 
25 per cent., and he then signs notes for the remainder of 
the purchase price with interest. Suppose that the 
machine he purchases is originally listed at $2,400, so 
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that he pays down $600; this leaves $1,800 remaining, 
and for this he gives eighteen notes of $100 each, falling 
due on the first of each successive month. To protect 
the entire series of notes he executes a chattel mortgage 
against his car. The dealer now has the mortgage and 
the eighteen notes. It is evident that if he sells many 
cars he will soon be “ tied up.” It is therefore necessary 
to assist him to liquidate, and this is the work of the 
so-called finance company. The finance company may 
buy the mortgage and notes from him with or without 
his endorsement, place them in a common fund with 
similar securities furnished by other buyers, and then 
issue certificates against the entire body of notes. Or the 
concern may arrange with a bank to discount the notes 
(taking the mortgages as collateral security) and to place 
the amount to the credit of the finance company. The 
latter concern then has before it the task of collecting the 
notes. This work it may place in the hands of the bank 
or it may undertake the task itself. It is a costly and 
expensive piece of routine with almost always a large 
percentage of the notes protested or defaulted or delayed. 
Of course, there must be means of protecting the bank by 
substituting fresh notes for those which are found unsatis- 
factory, while the finance company must, either itself or 
through arrangement with the dealer who originally sold 
the car, stand ready to take back or resell the “ used ”’ 
(second-hand, less politely) machines which have not 
maintained their payments. The finance company, of 
course, is not in business on a philanthropic basis and it 
invariably charges a substantial percentage to the dealer 
for taking over these notes. The bank obviously wants 
the going maximum rate of interest, say, 6 per cent. or 
7 per cent., and it usually exacts a “‘ service charge ”’ of 
3 per cent. or 4 per cent. for collecting the notes. Good 
authorities have estimated that if goods were paid for 
on a cash basis, instead of on the finance company instal- 
ment plan, they could be reduced something like 20 per 
cent. in price and yet leave makers quite as large profits 
as they receive at the present time. This is the measure 
of the additional cost which the buyer of automobiles has 
to incur in order that the general rank and file of auto- 
mobile users may have access to the instalment plan. 
The whole scheme would defeat itself if the seller were to 
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make two prices, the one based on cash and the other on 
time. In most instances of instalment financing, there- 
fore, the manufacturer exacts an agreement on the part 
of the dealer not to vary the price to the cash buyer. 
These conditions are duplicated in other branches of 
business where the instalment plan is used, and if 
anything the discipline there is stricter than in the 
automobile field. 

Where does the bank come into this situation? The 
finance company must get its funds from some source. 
Otherwise it would soon be “tied up”’ just as the dealer 
was. As above noted, it does, in fact, get its funds either 
from the public through the sale of its own obligations, 
or from the bank. If it would restrict itself to the public, 
and if the public could know exactly what it was 
buying in the way of “security,’’ and presumably received 
a corresponding compensation in the form of higher 
rates of interest, there would be no reason why the sale 
of the obligations should not go on in exactly this same 
fashion. The trouble is that any such steady resort 
to the public means a slower access to funds than most 
of the enterprises are willing to submit to, and 
consequently the majority of them have been disposed to 
fall back on the banks and to ask them to do the finan- 
cing direct. Probably the banks would not have been 
inclined to yield as readily as they have, had it not been 
for the fact that during the past two years there has 
appeared to be a shortage of satisfactory commercial 
paper, and it has not been easy to make banks earn 
dividends through ordinary legitimate methods. Accord- 
ingly the banks have more and more tended to become 
the repositories of this kind of paper, and they have 
absorbed large quantities of it. It is difficult to get an 
accurate estimate of the amount of such paper in 
American banks, but the best opinion on the subject 
now places the aggregate turnover of merchandise in the 
industries in which instalment sales occur at something 
like $40,000,000,000 per annum for the entire United 
States. Of this sum about 20 per cent., or $8,000,000,000, 
are believed to be represented by instalment sales paper. 
Of this latter sum it is estimated that the amount regularly 
in the banks is probably about 50 per cent., which 
would make a total of $4,000,000,000. Some authorities 

























380 THE BANKER 





who looked into the matter a year or more ago are of the 
opinion that at certain seasons of the year the amount 
of such paper actually held might not be more than 
$2,000,000,000 to $3,000,000,000. Since that time, how- 
ever, instalment sales have extended themselves a good 
deal; while, even at the time spoken of, it was admitted 
that during certain seasons of the year the paper held 
might easily run up to the $4,000,000,000 figure already 
mentioned. In computing the amount likely to be held, 
it is of course essential to remember that the paper does 
not go into the banks instantly when being made, and 
that much of it runs as long as eighteen months. Thus a 
sale of an automobile, involving, say, $1,800 of paper, 
might not reach the bank until one or two months after 
it had been perfected, thereby leaving $1,600 or $1,700 
of the paper to be discounted, while, of course, with each 
succeeding month one of the notes would be redeemed, 
and unless its place were taken by a new note growing 
out of another sale there would be a corresponding 
reduction in the total amount held. As a good many of 
the industries in which the instalment is applied are 
seasonal, it is probable that a fairly considerable variation 
occurs in the amount of paper held. 

What is the probable effect on the banks of holding 
any such quantity of paper? Apparently the amount 
held may be anywhere from 7% per cent. to 10 per cent. 
of the entire assets of the banks at the present time, 
and, of course, very much more than that in some 
centres of population. There are not a few city banks 
which have been advised by bank examiners that they 
ought, under no circumstances, to let their holdings of 
instalment paper run above 10 per cent. of their entire 
loans, while in other instances the advice has been given 
them that 4 or 5 per cent. would be a much wiser pro- 
portion, especially in those cases where their outstanding 
liabilities are large in proportion to their capital. Still 
it is a fact that some banks, especially those of medium 
size, or rather smaller than medium, have fallen victims 
to the temptation that is afforded by the opportunity to 
get an unlimited supply of paper bearing a substantial 
rate of interest with a supplementary income derived 
from “service charges’’—which is really another way of 
fixing a usurious rate. Such banks have become from 
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time to time “ water-logged’’ with instalment paper, and 
in not a few instances the failure of banks is directly 
attributable to one of two conditions—either the suspen- 
sion of some finance company whose paper the bank was 
holding in large quantities, or else the fact that the 
paper, while “good”’ enough, could not be realized upon 
in the case of emergency, owing to the unwillingness of 
anyone else to buy it or rediscount it. Bank failures in 
the west, south-west and middle-west, which have been 
so startlingly numerous in recent years, have in a good 
many cases been attributable to the over-financing of 
paper of this description. 

City banks in the Eastern States have not been free 
from the danger involved in this paper. One of the 
largest banks of New York City received a severe blow a 
few months since through the suspension of a large 
Philadelphia finance company which had become in- 
volved in an extended “deal”’ providing for the purchase 
of a system of taxicabs. The paper, as it happened, had 
been guaranteed or insured by a credit insurance company 
which apparently had taken on rather more than it could 
manage, so that the insurance was of no immediate help. 
It was, therefore, necessary to go through the process of 
reorganizing the finance company and gradually working 
out the entanglements which had been produced by the 
situation resulting from the taxicab undertaking. In 
this case the amount tied up was not enough to cause 
any serious embarrassment to the bank that had been 
buying so heavily the finance company’s paper. There 
were, however, various other banks in different parts of 
the country which were affected in much the same way, 
and which, therefore, with smaller resources and less 
resisting power, found themselves very unfavourably 
situated as a result of the collapse in question. While 
they did not, so far as known, fail as the direct conse- 
quence of this transaction, and while their eventual 
losses were less than they might have been in the absence 
of a reorganization plan, the episode attracted a great 
deal of attention and has caused a good deal of searching 
of the heart on the part of many bankers. Numerous 
other cases of a less conspicuous sort have occurred, for 
the number of finance companies is now enormous, 
current estimates placing it at no fewer than 800 of all 
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kinds. Not a few of them are anything but reliable, and 
the moral risk involved in this kind of paper has turned 
out to be very much larger than in ordinary loans. The 
fact is fully recognized and a central “rediscount”’ 
finance corporation has been formed to discriminate, as 
far as possible, between the good and the bad in the 
instalment financing field, and so to render the buying 
of finance company paper less hazardous than it 
otherwise might be. 

But, as is so often the case in such instances, this effort 
to discriminate and refine on the situation has come too 
late. The banking public is already greatly involved, as 
has just been explained, and it cannot draw out now even 
if it would. To do so would involve withdrawing the 
support from a great many inflated industries which exist 
by virtue of the instalment plan and, of course, by virtue 
of the fact that instalment paper can be discounted at the 
banks. The automobile companies and the makers of 
electrical devices of all sorts—refrigerators, vacuum 
cleaners, washing machines and the like—are firmly 
entrenched in the boards of directors of a great many 
banking institutions, and it would be exceedingly difficult 
to dislodge this kind of paper even if the future value 
of it were a good deal more in doubt than experience 
has actually thus far suggested. Such dislodgment, if 
effected on a large scale, would mean either that the 
concerns in question would have to cut down their sales 
tremendously or else that they would have to find some 
other way of financing on an equally large scale. Thus, 
although a good many American bankers have gone into 
the enterprise of financing instalment sales with great 
reluctance, they are quite unable to see how they can 
withdraw, and are disposed to believe that the best they 
can do is to keep the evil at a minimum and to refuse 
to let it increase. Even this will require the utmost 
positiveness and resolution, on account of the constant 
effort of sellers of merchandise to cater to an extravagant 
clientele by making easy conditions for time payments. 
It is thus probably not too much to say that a semi- 
permanent element of unsound and dangerous paper has 
been introduced into American banking. 

What will be the outcome of this development ? That 
naturally depends on the extent of strain to which the 
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banks are subjected. It is easy to see what might happen. 
Suppose, for example, a widespread depression with a 
large body of men out of work. These men, with incomes 
often completely mortgaged for months ahead, by reason 
of the instalment payments they have agreed to make, 
would not be able to meet such payments. They would 
thus have to give up the part-paid instalment property 
of which they had become temporarily possessed and it 
would be placed on the market for sale. In fact, this 
situation has at times seemed to be on the point of 
developing in the automobile industry where the so-called 
“used car problem ’”’ has occasionally appeared to be 
reaching an acute stage of difficulty. With other possible 
buyers also out of work, such property would either find 
no sale at all or a very difficult one at reduced figures ; 
and in any case it would demoralize the sale of other 
articles of the same kind. Finance companies would 
thus not be able to recoup themselves through fore- 
closure and sale, and might as well leave the payments 
in abeyance until those who are in default could recover 
themselves. Of course, this would mean that the banks 
would have to “carry” the finance companies, and 
perhaps even extend their lines of credit, since there 
would be no good purpose to be served in forcing them 
to close. It is exactly this kind of situation which has 
already shown itself in a small way and at certain times 
in the depressed portions of the west and south, where 
failures have been numerous both among banks and 
commercial institutions. It is a condition of affairs 
which may easily spread at almost any time to the larger 
cities of the east and north, should conditions of an 
unsatisfactory sort develop in the industrial and manu- 
facturing field as they already have in the agricultural. 
Unquestionably the fear of someting of this sort is one 
of the major anxieties of the banking community at this 
particular moment, with business in a rather unsatisfactory 
and “spotty ”’ state, with consumers in many cases 
finding it rather hard to meet their instalments on goods 
already bought. 

There is a prevailing opinion that the instalment 
plan of selling goods has operated powerfully to bring 
about, and to hold, what is called “ prosperity and that,” 
by rendering business “ active’”’ or “‘ good” from the 
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standpoint of manufacturers, it has helped the employed 
man who receives wages as well as many others who are 
indirectly dependent upon the business man. This, of 
course, is a sheer fallacy. The instalment plan was not 
generally introduced in its present form until after the 
war, and did not attain full headway for five years after 
that time. There has thus been too short a time for its 
effects to show themselves fully either in business or in 
banking. It is, however, quite obvious, from the 
theoretical standpoint, what the instalment plan has 
amounted to. It has, in effect, been an anticipation or 
a discounting of the consumer’s buying power. Con- 
sequently, when it is fully in effect, it must necessarily 
lose its stimulating influence upon business, since it will 
then have shifted business from one basis of production 
to another. It will merely have taken up some of the 
“slack ’’ in demand, and the influence on businesses will 
prove to have been sporadic and incidental rather than 
continuous and permanent. This fact is recognized by 
economic writers with few or no exceptions, and is being 
understood more generally today by bankers than ever 
before. However, to go back to the old system would 
cause a temporary slowing down quite as great as, if not 
greater than, the temporary stimulus which was afforded 
in getting up to the present basis. Undoubtedly no small 
part of the reaction in business which is in progress in the 
United States today is due to the fact that the artificial 
assistance given by the instalment plan is now at an end. 
Of course, this means that from now on the paper 
representing instalment sales in the banks will be subject 
to a good deal of deterioration. It was almost necessarily 
better during the period of growth, when large, new credit 
extensions were taking place by reason of the organization 
of finance companies and the extension of accommodation 
to them, than can be the case now that the whole under- 
taking is fully developed. From this time forward, 
entirely new methods of approaching the discounting of 
instalment paper and a much more austere attitude 
towards it will have to be developed by the banks. 

Here is a very serious problem of soundness and 
liquidity into which the banking system of the United 
States has allowed itself to be drawn and with which it 
must now contend for an indefinite period to come. 








385 


French Monetary Policy after the 
Hlections and the Loan 
By Joseph Caillaux 


Sénateur, Ancien Président du Conseil) 
) 


T is more than a month since the French elections were 
decided, and it is still difficult to determine their 
significance. For those who are specially concerned 

with conjectures as to the future financial decisions of 
the new Chamber, the task is even more difficult. France 
is not, like Great Britain, a country where the electors 
choose between the representatives of three large and 
clearly-defined parties whose programmes are known in 
advance in all their important details; on the contrary, 
the various shades of political and economic conceptions 
are reflected amongst the candidates and the elected by 
an extraordinary variety of appellations which even then 
do not cover all the opinions represented. Moreover, the 
latest appeal to universal suffrage has brought into 
Parliament a fairly large number of new deputies who 
appear somewhat dissatisfied with existing political 
formations and contemplate the creation of new groups. 

All this makes a comprehensive judgment unsatis- 
factory, and some weeks must elapse before we know 
to what extent the unquestionable movement of public 
opinion in favour of a rapid stabilization will be 
translated into parliamentary action. 

We know already that the Government, interpreting 
the general results of the elections as an approval of its 
financial policy, has proceeded with the loan previously 
announced. 

My readers will perhaps remember what I wrote on 
the controversy which arose concerning the legality of 
this operation when it was only a proposal. 

The latest word on the matter has been pronounced 
by the Minister of Finance, who declared, in an official * 
note announcing the closing of the issue to cash sub- 
scriptions, that he was under an obligation to do this 
“in order to keep within the limits of the legislative 
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authorization which conferred on him the power to 
proceed to conversion operations.” 

The most curious feature of this communiqué is 
that, whilst maintaining the official thesis which interprets 
the repayment of the bank’s advances by means of a 
cash subscription as a conversion, it nevertheless limits 
this operation to a sum much inferior to the total of these 
advances. 

By limiting to ten milliards the sum demanded from 
the public to regulate the account of the State with the 
Bank of France, M. Poincaré has opened a wide field of 
surmise as to his final plan. 

Some people have calculated that by revaluing the 
gold of the bank, i.e. multiplying by the coefficient 5 the 
figure which represents the value of this gold in the 
balance sheet, it would only need a repayment of ten 
milliards to secure that the circulation was completely 
covered in accordance with pre-war principles. In fact, 
it is admitted in official circles that this revaluation sub- 
sequent to stabilization will constitute a repayment of 
the advances from the bank to the State not repaid by 
means of the loan. 

An ingenious and attractive idea, but one which gives 
an unexpected confirmation to the argument of those 
who maintained last month that there was no real loan 
in the process of the advances from the bank to the State. 
In effect, if there had really been a loan, the account could 
only be cleared off by a total repayment. 

If, on the other hand, it is admitted that the revalua- 
tion of the gold at the new level of the franc suffices to 
wipe off the milliards advanced by the bank to the State, 
this implies that the formula of “Advances” was only a 
method of covering inflation on the credit of the State. 
This would reopen the whole discussion on the legality 
of the present loan in respect of the ten milliards of new 
money. 

It will be seen that at the moment financial discussion 
in France is taking a rather abstract turn. This is, 
perhaps, because abstraction continues to play a rather 
important part in current developments. 

Indeed, there is something abstract about this new 
wave of confidence resulting from the elections and assur- 
ing the success of the present loan. Let us render due 
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justice to this psychological element. In two years it 
has nearly accomplished the first point in the programme 
of the experts of 1926, the consolidation of the floating 
debt and the short-term debt. No doubt it has left aside 
up to the present the problems of a more complicated 
character: inter-Allied debts, which we only discuss 
nowadays by way of reminder; and the monetary ques- 
tion, because if the Bank of France note has seen its 
credit follow the fate of the credit of the State, the 
problem of the future of the franc remains outstanding. 

Some acute commentators on the governmental 
pronouncements have built up hypotheses based on the 
decision to halt the cash subscriptions and also on the 
metallic cover of the fiduciary circulation. They have 
been led to conclude that M. Poincaré had finally decided 
in favour of stabilization at 124. But hardly a day 
passes on which writers who pass for inspired do not 
suggest : Why not at 110? Why not at 100? The franc 
is worth more than that. 

This suggests that the Minister of Finance is still 
testing opinion, and naturally one is even more uncertain 
as to the date when stabilization, if decided, will take 
lace. 

' It is persistently asserted that the Government will 
only ask the Chamber and the Senate to decide on the 
eve of the recess, in a sitting as short as possible. 

If this be the case, if all discussion is curtailed to the 
point of suppression, the Ministry would incur a heavy 
responsibility. 

Apart from the principle and the rate of stabilization, 
it will be necessary at the same time to settle the question 
of the gold exchange. From certain more or less official 
articles one gets the impression that the Minister of Finance 
has not yet renounced what in the circumstances is a 
policy of prestige, which consists in re-establishing the 
exchange of notes for gold. 

The arguments used in favour of this innovation are 
also of a psychological order. It is desired, so it is said, 
to strengthen the confidence of the public by giving it 
the money which it ardently demands. 

Now, the more this question is studied, the more 
evident are the dangers which I pointed out in a previous 
article. Not the least important is the gigantic hoarding 











THE BANKER 





















388 


which would unquestionably occur from the day the metal 
was put into circulation, and which would be propor- 
tionate to the alleged ardour of the public to see gold 
again. This absorption would assume such proportions 
that, in spite of its present reserves, the bank would 
run the risk of not being able to dispose of sufficient 
resources to ensure the continuance and the success of 
stabilization. With regard to the effects on the economic 
world and the gold market, we know what to think on 
this point. 

All this only makes the impartial observer hope that 
the stabilization of the franc will not be given to France 
as a law engraved on stone, delivered from the govern- 
mental heights after having been written in silence, but 
that it will be the result of a deliberation, no doubt 
keenly conducted, but making it possible to add to the 
suggestions of confidence and enthusiasm the counsels 
of experience and of international monetary science. 


Central Banking Bulletin 


BANK OF ENGLAND 


URING the last few weeks negotiations have taken 
iD place between the Bank of England and the Bank of 

France with regard to the Rumanian stabilization 
loan. Mr. Montagu Norman visited M. Moreau in Paris 
in April, and subsequently met Mr. Benjamin Strong at 
Cherbourg. It is understood that the Bank of England 
declines to participate in a stabilization loan unless the 
Rumanian Government renounces its right, based on 
the Treaty of Versailles, to offset German claims arising 
from the German issue of the Rumanian 1913 loan 
against Rumanian counterclaims. 


BANK OF FRANCE 


The Bank of France continued its gold purchases in 
New York, and week after week large quantities are 
being shipped to France. It is believed in usually well- 
informed quarters that the object of the increase of its 
gold stock is to restore the full gold standard, with gold 








CENTRAL BANKING 389 


coins in circulation. Financial circles both in France 
and abroad are strongly opposed to the scheme, which 
would involve a considerable waste of gold and would 
reduce the resources available in case of emergency. 

As no gold purchases are being made in London on 
French account, the Bank of France transfers from time 
to time part of its sterling balances to New York, so 
as to replenish its dollar balances depleted by the gold 
purchases in that centre. It has been observed that the 
Bank of France only appears as a buyer of dollars in 
London whenever the sterling-dollar rate touches 4.883, 
which is practically the gold import point. It is not 
known whether this arrangement has been made in 
virtue of an agreement with the Bank of England or 
whether the Bank of France is guided merely by a desire 
to acquire dollars at the most advantageous rate. As 
there is no urgent need for transferring funds to New 
York, it can afford to wait until it obtains the dollars 
at the cheapest possible rate. In any case, the arrange- 
ment is very convenient from the point of view of the 
exchange situation as it tends to stabilize sterling rate. 


BANCA D'ITALIA 


The Banca d’Italia has decided to increase its sub- 
scribed share capital from 240,000,000 lire to 500,000,000 
lire, and its paid-up capital from 180,000,000 lire to 
300,000,000 lire. The nominal amount of the existing 
300,000 shares will be raised from 800 lire to 1,000 lire 
each, while their paid-up amount will remain unchanged 
at 600 lire. By this means the subscribed capital will be 
raised to 300,000,000 lire. In addition, 2c0,000 new 
shares of 1,000 lire nominal and 600 lire paid up will be 
issued. Of the new shares, 100,000 will be given as a 
bonus to the shareholders, at the rate of one new share 
for each three old shares held. The counterpart of this 
amount will be transferred from the special reserve to 
the capital account. The remaining 100,000 shares will be 
sold to Italian savings banks at the price of 1,300 lire per 
share; these shares will be blocked for ten years. The 
object of the transaction is to adjust the bank’s share 
capital to its increased volume of turnover, as well as to 
show the increased share capital of the leading joint- 
stock banks. 








390 THE BANKER 


It is also reported that changes are likely to take 
place in the management of the bank. The post of 
governor will be instituted in addition to the existing 
post of general manager. 


REICHSBANK 


The Reichsbank has made an offer to the four minor 
banks of issue of Germany, viz. the Bayerische Bank, 
Munich; the Saechsische Bank, Dresden; the Wuertem- 
bergsche Notenbank, Stuttgart ; and the Badische Bank, 
Mannheim, to acquire their note-issuing rights against 
compensation in the form of cash payment. The total 
note-issuing right of these banks amounts to 194,000,000 
reichsmarks, and will expire on January I, 1935, and it is 
understood that the Government of the Reich does not 
intend to renew the privilege. The Reichsbank is anxious, 
however, to become the sole bank of issue for Germany 
before that date, and is willing to compensate the four 
banks of issue if they are prepared to renounce their 
right before it expires. The compensation may take the 
form of Reichsbank shares. As is well known, of the 
share capital of 300,000,000 reichsmarks, 172,000,600 
reichsmarks are unissued, and part of this amount may 
be given to the four minor banks of issue in exchange for 
their note-issuing rights. 

The Reichsbank desires to strengthen its position in 
the German money market, which, comparatively speak- 
ing, is far from strong. Considerable sources of credit 
entirely escape the control of the central institution. 
The State banks—-in the first place the Prussian State 
Bank—and municipal banks hold large funds and pursue 
a credit policy of their own, which is not always in 
accordance with the official credit policy. Although the 
amount of note-issue of the four minor banks of issue is 
small as compared with that of the Reichsbank, the 
acquisition of the monopoly of note-issue would strengthen 
the latter’s prestige and would be an important step 
towards the control of the German money market. Ger- 
many would be the second country adopting the system 
of a single bank of issue since the war, the first country 
being Italy. 

Dr. Schacht concluded last year in New York a credit 
of $30,000,000 for the German Gold Discount Bank. 
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This credit will expire on July 1, 1928. Although it has 
never been drawn upon, it has now been renewed for 
another period of twelve months. 


BANK OF NORWAY 


Now that Norway has returned to a gold basis, the 
Bank of Norway intends to rejoin the Scandinavian 
Monetary Union. As conditions have considerably 
changed since 1914, the terms of the Union agreement 
will have to be altered. To that end, a conference will 
be held in the autumn between the Bank of Norway, the 
Riksbank, and the Nationalbanken i Kobenhavn, which 
will discuss the details of the new convention. 


INTERNATIONAL BANK OF LUXEMBOURG 


The net profits of the International Bank of Luxem- 
bourg—the bank of issue of the Grand Duchy of Luxem- 
bourg—amounted to 2,652,992 f. for 1927, against 
2,487,628 f. for 1926. The turnover increased from 
8,649,000,000 f. to 10,948,000,000 f. The dividend of the 
preference shares will remain at 5 per cent. The report 
states that a Bill has been submitted to Parliament 
concerning the stabilization of the Luxembourg franc at 


175 f. to the pound. 
BANK OF LATVIA 


Of the total credits granted by the Bank of Latvia 
last year, banks situated in towns received 29'I per 
cent., while rural banks obtained 20°8 per cent. Direct 
credits to industry amounted to 29°3 per cent., to 
commerce 10°2 per cent., to agricultural co-operatives 
69 per cent., and to other agricultural interests 3°7 per 
cent. 
The bank has closed its accounts for 1927 with a 
net profit of 4,784,590.24 lats against 3,753,483.35 lats 
in the year 1926. From this amount 25 per cent. are 
added to the capitai, 10 per cent. to the reserves, and the 
remainder, 6 per .ent. for tantiémes to the officials 
deducted, is passed to the resources of the State. 


BANK OF GREECE 


The Bank of Greece commenced operations on 
May 12. Its first balance sheet is a strong one. The gold 
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reserve amounted to 876,306,260 drachmas, while the 
amount of its foreign exchange holding was 3,191,081,165 
drachmas. The note circulation, on the other hand, 
amounted to 4,863,352,807 drachmas, and the total 
sight liabilities were 2,522,756,836 drachmas. Thus the 
total note circulation plus sight liabilities is covered by 
gold and foreign exchanges to the extent of 53°67 per 
cent. In reality, the ratio is much higher, for the item 
of sight liabilities includes a Government balance of 
666,738,253 drachmas, against which there is Government 
indebtedness of 3,759,525,381 drachmas. 

The new parity of the sterling exchange has been 
fixed at 375. As the expenses of gold shipment to and 
from London are calculated at 2} drachmas per pound 
sterling, the Bank of Greece has to sell sterling at the 
rate of 3774 drachmas and buy sterling at the rate of 
3724 drachmas. The minimum amount of sterling which 
the bank is obliged to buy or sell is the equivalent of 
10,000 drachmas. 

On the occasion of the opening of the Bank of Greece, 
M. Diomede, governor of the bank, delivered a speech, 
in the course of which he paid a tribute to the support 
received from Great Britain, especially from the Bank of 
England. 

Morocco STATE BANK 

The net profits of the Banque d’Etat du Maroc 
amounted to 16,075,313 f. for 1927, against 14,421,769 f. 
for 1926. Last year’s dividend was 150 f. per share. It is 
believed that this year it will be higher. 


PARAGUAY CENTRAL BANK 

Following the example of other Latin-American 
countries the Republic of Paraguay intends to establish 
a new central bank at Asuncion, with exclusive right of 
note-issue. The capital of the bank will be $5,000,000, 
which is to be raised by means of a loan in the United 
States. 

BANK OF MEXICO 

The Bank of Mexico, the central bank of the Republic 
of Mexico, has begun the issue of travellers’ cheques, 
which are accepted in payment at Government offices 
and by the State railways. 
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The Problem of Small Bank Branches 
Some New Buildings of Martins Bank 
By Professor C. H. Reilly 


ITH the recent expansion of garden suburbs, 
or of municipal housing schemes which purport 


to be such, round most of our larger towns, 
the banks are all faced with the architectural problem 
of how to design a bank to harmonize with what is really 
cottage property and yet to have the requisite bank 
appearance. It is really a very difficult problem. In 
the old speculative builder’s suburb of pre-war days there 
was very little architecture to spoil, and if the local bank 
and local cinema appeared to be first cousins to one 
another, or even more nearly related, it did not much 
matter to the general public. With the new suburbs, 
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however, of small subsidy houses, an era of restraint in 
suburban building has set in, which, whatever its motives, 
should be respected. In one of these new districts a 
branch bank looking like a cinema would be an insult to 
the neighbourhood. The problem, then, is how to give 
the requisite solidity and distinction to the bank building 
without making it appear pretentious in such humble 
surroundings. One might lay down a few general 
rinciples such as the avoidance of all columns, pediments, 
and the like, which from their temple origin and palace 
upbringing seem to imply too high a social status if well 
done, or too parvenu a one if badly done, and yet find 
some architectural genius using them and making his 
building perfectly satisfactory to its surroundings. One 
remembers in Canada how well the occasional tall portico 
of thin wooden columns to a colonial building looks in 
a street of weather-boarded wooden houses. The best 
thing is to look at actual examples, and Martins Bank 
has recently provided several, some very good, some not 
SO good. 

Let us take the best first—a new branch at Ainsdale, 
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near Southport, by Messrs. Weightman, Buller and 
Velarde, architects. This is a brick building, the single 
storey of which is about equal in height to the two storeys 
of the surrounding houses. That at once prevents it looking 
domestic. No one would mistake this building for a 
subsidy house, much less a bungalow. Yet, on the other 
hand, it does not look self-important or in any way 
arrogant, as banks so often do. This, I think, is due to 
the fact that it relies for its solid bank effect on its 
simplicity and proportions, and not on any applied 
ornament in the way of columns and their trappings. 
They are there implicitly as the cornice proves, and that 
is much the better way under the circumstances. On 
the other hand, the broad stretches of plain brickwork 
go very well indeed with the general brickwork of the 
surrounding houses, and the same may be said of the 
slates in the roof. But if the materials and the breadth 
with which they have been used secure harmony with 
the small domestic property at hand, the delicacy of 
the detail of the four round arched windows and of 
the arched doorway point quite rightly to a_ higher 
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standard of culture. That is exactly the note. The 
bank building in such a district, while remaining 
democratic, should appear to be of a little better 
education than its surroundings. This Ainsdale branch 
certainly does. 

The Meols branch, by Mr. E. C. Aldridge, is a one- 
storey building, too, in a very similar district among 
small property. It is a good solution, too, if not quite 
so good as the Ainsdale one. It has not quite the same 
breadth and solidity. It attempts too much in the small 
space at its disposal. Indeed, with its two pairs of sunk 
pilasters to the projecting bay at either end, it gets 
dangerously near having columns. The West Derby 
branch by the same architect is definitely overloaded. 
It might be a Carnegie library with its unnecessary display 
of semi-regal upholstery to a one-storey building. Con- 
trast this with the Wolsingham branch by Messrs. Kellett 
and Clayton. Here isa village building in a village street ; 
broad, simple and strong, yet of the cottage type. If it 
is sufficiently bank-like for its owners it is obviously 
the right thing for its surroundings. It should be noticed 
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that, although at a corner, this building has not got 
a corner entrance. That temptation, which neither 
bankers nor brewers seem able to resist, has been 
resisted here, and to the great advantage and strength 
of the building. 

The small branch at Freshfield is, I think, a temporary 
structure. One cannot imagine a bank building, even 
the smallest branch, in such light materials as wood 
and plaster, and with a paper-looking roof in asbestos. 
The architect here has shown himself too much of a 
chameleon. In a modern bungalow district he has 
built a modern bungalow bank. It is not badly 
done. The only question is whether it should have 
been done at all. 

The branches at Brook’s Bar, Manchester, and 
at Clubmoor, Liverpool, are of the cinema type, and 
indicate exactly what I mean where such buildings 
are placed next to little municipal houses. The one 
at Brook’s Bar, Manchester, may be more in the 
town with solider buildings on either hand. If so, it 
does less harm. 
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The Labour Surtax—IV 
By W. H. Coates, Ph.D. 


(Lately Director of Statistics and Intelligence, Inland Revenue Department) 


in this way for individuals whose income is entirely 

derived from investment sources. An appreciable pro- 
portion of the individuals liable to surtax fall within this 
description, and their aggregate income will approach 
£200 millions. The following table shows the aggregate 
income tax, super-tax, and surtax (on scale A) for specimen 
incomes, derived entirely from investments, ranging 
from £500 to £100,000, in the case of married couples 
without children. A graphical presentation of the curves 
of graduation follows. 


|: is only possible to show the effect of the surtax 


TABLE 8 


Income Tax and Super-Tax (at 1927-28 rates) and 
Surtax (at Scale A rates). 


Amount and Effective Rate of Tax on Specimen Incomes. 
Married Couples without Children. 
Income is all Investment Income. 


Income Tax and Income Tax, Super- 
Total ae Super- Super-Tax Tax and Surtax 
Income Tax Tax Surtax + 
Total Effective Total Effective 
Tax Rate Tax | Rate 
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Tax has been calculated to the nearest £. 


The gravity of the burden which would be imposed 
by a surtax framed on the lines of scale A is clearly 
brought out by the figures in the last table, and empha- 
sized by the graph of the line of graduation ‘of the agegre- 
gate income tax, super-tax, and surtax. An income 
which is drawn entirely from investment sources would 
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be taxed at an effective rate of Is. 7d. in the £, when it is 
as small as £500. Doubling the income doubles the 
effective rate of tax, although the income tax is the more 
responsible factor for this rapid proportional rise. Doub- 
ling the income once more, and so raising it to £2,000, 
increases the effective rate from 3s. to 3s. 11d., for which 
£100000 


TOTAL EFFECTIVE RATE OF TAX 





AMOUNT OF INVESTMENT AND TOTAL INCOME 
(on LoaaritHmic Basis) 


income tax accounts for 8d. and surtax for 3d. At the 
point when the total income (still all from investment 
sources) touches £5,000, the total effective rate of tax 
would be 5s. gd. Income tax and super-tax represent 
4s. 8d., and surtax 1s. 1d. Doubling this income, and so 
reaching £10,000, adds another 2s. 6d. to the total effec- 
tive rate, making it 8s. 3d. in the £. Income tax and 
EE2 
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super-tax account for Is. 6d. of the increase in the rate, 
and surtax for Is. only. Not until a total investment 
income of £30,000 is approached does the surtax add as 
much to the preceding effective rate as is added by the 
income tax and super-tax. 

It will be recalled that the minority members of the 
Colwyn Committee considered that the graduation of the 
surtax should be at least as steep as that of the present 
income tax and super-tax together. Comparability be- 
tween the two lines can only be secured when the base 
of income is the same: that is, when the total income is 
derived entirely from investment sources. How is the 
test of steepness to be made ? It cannot be intended that 
the line of graduation of the new aggregate direct taxation 
(including surtax) should have the same slope, because 
that would involve a flat rate of surtax. The old and the 
new lines would be parallel, the distance between them 
representing the flat surtax rate. It is clearly the rate of 
progression of the weight of the tax which is in question. 
Roughly speaking, and starting from the £500 income 
point, the effective rate of present taxation doubles 
when the income has reached £1,000, is quadrupled at 
£6,000, and multiplied eightfold at £100,000. The rate 
of progression of the surtax on specimen scale A more 
than satisfies this test. Yet the yield falls far short of 
the desired £85 millions. 

In reviewing the total weight of direct taxation, on 
the assumption that a surtax on the lines of scale A is in 
force, it is impossible altogether to ignore the effect of 
death duty taxation upon the capital which gives rise to 
the income to which the surtax would apply. Views 
differ as to the incidence of the death duties, but they are 
dealt with in the majority report of the Colwyn Com- 
mittee. If it be assumed, however, that a man drawing 
his income from investment sources desires to take upon 
himself, through the medium of life insurance, the duty 
of making provision for these duties, in order that he 
may pass on an estate of the same value that he possesses, 
the premium that he pays may be regarded as a charge 
falling on his income on account of the prospective death 
duties. Proceeding on this plan, and assuming that the 
age of such an individual was forty-five, the Colwyn 
Committee calculated the rate of income tax per f£ of 
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income which would be equivalent to the net premium, 
after crediting the life insurance allowance which is made 
for purposes of income tax. The full figures are set out 
on page 81 of the majority report. The committee took 
a taxpayer, who was married, and had three children 
under sixteen. For such a man the following table 
brings together, for a few specimen incomes, the total 
taxation, on an annual basis, of income tax, super-tax, 
death duties, and surtax, on the assumptions stated : 
TABLE 9. 
Income Tax, Super-Tax, Death Duties and Surtax. 
Total Effective Rate of Taxation per £ of Total Income on Specimen 
Incomes. 
Married Couple with Three Children under 16. 


Total Effective Rate of Tax in the f. 
Income —_— 
(all Income Tax Death Surtax Total 
Investment) & Super-Tax Duties Scale A _ 
£ a ~¢@ s. d. s. d. ~~ 
500 O 9 fe) 8 fe) 3 I 8 
1,000 2 4 I 3 O 5 4 oO 
2,000 3 2 2 2 ) 7 5 11 
5,000 + 7 3 7 q 2 9 + 
10,000 6 I 4 8 2 I IZ 10 
20,000 r4 5 5 7 3 2 16 2 
50,000 8 10 8 fe) 4 8 21 6 
“. , . successful administration of any large tax 


requires that the great majority of persons called upon 
to pay it should be able to feel that it is a fiscal, as dis- 
tinguished from a political, measure, and therefore that 
their assent can be reasonably expected and given.”’ 
So wrote the Board of Inland Revenue, the highest 
authority on this aspect of taxation, when dealing with 
the practicability of a capital levy. The same test has 
to be applied to a surtax. It is not unlikely that a surtax, 
the proceeds of which were to be applied to debt redemp- 
tion, might be viewed as falling within the category of 
a fiscal measure; it is almost certain that a surtax, the 
proceeds of which were to be applied to social services, 
would be regarded as a political measure. Without any 
opinion on the accuracy or validity of views of this 
nature, it will be legitimate to indicate some possible 
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reactions of a surtax arising from the depth of feeling 
which an imposition of that nature may evoke in the 
breasts of those called upon to bear its effects. High 
legal authority may be cited for the view that there is 
nothing improper in the taxpayer so directing his actions 
or his affairs as to mitigate the severity of the burden of 
taxation which the legislature has called upon him to 
suffer. Taxation is already so high that few important 
matters, whether private or business, are settled without 
careful consideration of the several modes of doing them 
which are usually open, and of the relationship which 
will exist between those methods and the amount of 
taxation which they will attract. A surtax would be an 
added incentive to care in this direction. It might even 
prove to be the additional straw which tilts a man’s 
action in a direction from which he would otherwise shrink. 

Reference has already been made to the possibility of 
conversion of investment income into earned income 
through the reduction of the profits of private limited 
companies mainly centring in the hands of a small 
circle, by way of an increase in the remuneration of those 
responsible for its management. Above the income point 
of £2,000, the escape from surtax may be evenly balanced 
by the additional liability to super-tax, but below that 
point a saving of taxation may be secured. In the aggre- 
gate, the loss of surtax would not be likely to be large, 
as it would be the higher ranges of investment income 
which would be the principal contributors to the yield 
of surtax. Some loss of the surtax estimated above 
would flow from the removal of residence out of the 
United Kingdom. Already the yield of income tax and 
super-tax has been diminished from this cause. It has 
been suggested that it would be unwise to place another 
obstacle in the way of the import of foreign capital into 
the country by charging surtax upon income arising here, 
but in the beneficial ownership of persons resident abroad. 
Should income of this kind be exempted, it would be 
difficult to withhold it in the case of persons of British 
nationality who, because of the overwhelming burden 
of direct taxation, had entirely severed their connection 
with their native country. Of the same nature would 
be the loss arising from the cessation of the habit of many 
rich foreigners, Americans and others, of maintaining 
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a residence in this country for social, sporting, or other 
reasons. Much foreign income remitted to this country 
and at present paying income tax and super-tax would be 
removed from liability, not only to surtax, but to that 
existing taxation. The psychological fear of taxation 
of a weight which some would not hesitate to call savage, 
would also prove a barrier to projected visits to this 
country by other foreign residents who, although under 
no possible liability to British direct taxation, would 
be in doubt as to the inquisitions or burdens to which 
they might be subjected. Giving themselves the benefit, 
they would stay away, with a consequential loss of the 
invisible export of their expenditure here. Another 
source of loss may well arise from the added incentive 
to remove the seat of control and management of many 
of the companies resident here, which carry on their 
activities mainly abroad. In this class fall companies 
owning foreign mines, plantations, estates, tramways, 
public utility undertakings, etc. During the nine years 
ended in 1923, 120 concerns removed their head office 
and control out of British jurisdiction, involving a loss 
of assessable income of £4,653,000. While the reduction 
of income tax in recent years has probably slowed up 
the impetus to take this step, which has, of course, 
obvious disadvantages from other points of view to the 
company concerned, the imposition of a surtax upon 
reserves would revive attention to this means of escape, 
not only from surtax on reserves, but also from income 
tax upon reserves and upon the share of profits flowing 
to non-residents. There would also be a tendency for 
the man who, after a lifetime of work abroad, either in 
business or the services, looks forward to spending his 
remaining days in the home country, and enjoying the pro- 
ceeds of his life’s savings, to think twice before he volun- 
tarily brings that investment income within the reach of 
a system of taxation which in total would far surpass 
anything he has known elsewhere. Again the loss would 
be not only of surtax, but of income tax, super-tax, and 
death duties. More serious still would be the stimulus 
given to men to make such changes in the disposition of 
their incomes as would spread the legal ownership over a 
wider circle, in such a manner as to bring the constituent 
parts into ranges of total income attracting a far lower 
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level of tax than that which would have fallen upon the 
original aggregate. To do before death that which would 
normally be done afterwards is repugnant to many 
citizens ; but on the ground that needs must when the 
devil drives, surtax may disperse present vacillations. 
Again all the present direct taxes would be affected, as 
well as the yield of the new tax. It is not difficult, even 
at present, to find expert advisers who can draft ingenious 
schemes under which liability to present taxes can be 
legally avoided, schemes which can be disclosed in all their 
detail to the revenue authorities, and still leave those 
authorities helpless, unless further legislative action be 
taken. But there is a limit even to that remedy. The 
“avoider”’ is always one jump ahead of the legislature, 
and more agile. 

Then there is evasion. The records of the Inland 
Revenue, and the disclosures which are made from time 
to time when prosecutions for false income tax returns 
come before the Courts, bear witness to the present extent 
of this evil. Taking evasion as a whole and in proportion 
to the field of possibility, the British taxpayer may still 
claim that he pays his taxes like a man; will he continue 
to do so when he is convinced in his own mind that they 
have passed the bounds of reason? There can be little 
doubt but that an added stimulus to evasion would be 
given by a surtax. Present taxation would suffer an 
added loss. Another possibility of loss may arise from 
the redistribution of capital, taken from the savings of 
one class by a surtax, and transferred as repayment of 
debt to a different class. The general distribution of 
wealth may be slightly altered, with consequent effects, 
under systems of graduated taxation, upon the yield of 
the supertax and the death duties. Every {100 trans- 
ferred by taxation from a man with a capital of £100,000 
to a man with, say, £10,000, will yield less taxation to the 
Exchequer, because the less wealthy man bears tax at 
a lower point on the scale of the graduated taxes. Finally, 
there would be the loss which would arise if the volume of 
national savings were reduced, and the accumulation of 
new capital checked. The annual flow of income would 
increase less quickly, with a consequently diminished 
growth of the produceof theincome taxand super-tax. The 
aggregate capital in private hands would suffer similarly, 
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and this loss would leave its traces upon the growing 
yield of the death duties. No one can put a measure to 
all the factors that have been dealt with; this or that 
may be brushed aside as de minimis, but in the aggregate 
their consequences would be serious. Time will be 
required in many cases before their full effects will have 
developed, but to rely on that argument would be merely 
evidence of shortsightedness. The effect of such losses 
will be cumulative. Moreover, a loss in one direction 
will lead to consequential losses in other directions. A 
division of income, with a loss of tax through shifting 
income into a lower range, would involve a like transfer of 
capital with, in due course, a similar loss of death duties. 
If savings diminish, the yield from the taxation of incomes 
and fortunes will also fall, and here the cumulative 
aspect of the loss will be most pronounced. Effects of a 
surtax in these ways are beyond trace or measurement, 
but they are none the less both real and dangerous. 

One thing is certain. No surtax that will find even a 
modicum of dissatisfied acceptance will produce a yield 
of £85 millions net, when the consequential losses of 
income tax, super-tax, and death duties have been taken 
fully into consideration. The last question therefore 
remains. Is a surtax worth while? Life is always a 
matter of choices. Taxation is no exception. By a 
judicious distribution of methods, more taxation in the 
aggregate can be raised than by relying entirely upon one 
fiscal instrument. But at any one time there is always 
a limit to the tolerance of public opinion as to the total 
burden. A larger immunity from ill-effects can be 
induced by degrees. The experience of the last decade 
bears witness to that fact. There are many virtues in 
the motto of festina lente. On that ground, the expediency 
of a new tax, designed to raise immediately so large a 
sum as {£85 to {100 millions, is gravely to be doubted. 
And when that new tax is a stepbrother of existing 
methods, likely to suffer under the odium which is 
traditionally assigned to that relationship, the doubt 
increases. It would not be favoured with the advantages 
of existing methods. The fair feature of the principle 
of collection at the source would be absent. By that 
means the creeping evil of evasion would be encouraged. 
The cost of the existing system of administration would 
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be increased. Difficult problems of administration would 
arise. What is to happen, for instance, when company 
profits, reserved and so taxed impersonally one year, 
are distributed the next, and so made liable again as 
personal income? All the additional work would be 
unproductive in the truest sense, not only on the official 
side. but in every respect in which the taxpaver and his 
adviser would have to devote time to the intricacies of 
returns, assessments, discussions, appeals, and so forth, 
which might have been more productively employed. 
So far as the produce of the tax were applied to the en- 
largement of the social services, the volume of national 
capital would grow less rapidly than it would otherwise 
have done, to the prejudice, not only of those who would 
have saved and now cannot, but also of the worker and 
every other man who lives by industry in any shape or 
form. Those who press for that application of the surtax 
revenue may be fully convinced that the interest earned 
on the immaterial capital of additional personal wealth 
embodied in an improvement of the workers’ standard 
of life will be sufficient reward. But so long as the 
aggregate material production of wealth is insufficient to 
raise the general standard of living to a level which 
would leave all consciences untroubled, and so long a& 
that desired end cannot be achieved without the accumu- 
lation of more savings, it would surely be well to make 
certain first of the substance, and to leave till later what 
may prove to be the shadow. Let first things come first. 
Bread is of more importance than an appreciation of the 
fine arts. The development of general economic con- 
ditions, including monetary movements, and the realiza- 
tion of a greater sense of the correlations of the life of the 
community may call gradually for higher taxation. The 
Colwyn Committee, indeed, voiced the need for the devo- 
tion of additional money to the redemption of debt, and 
thus obliquely asked for more taxation. However the call 
may come, it is to be hoped that Parliament, no matter 
by what general policy it may be guided, will adhere to 
the traditional British method of adopting the soundest 
fiscal system that progress has at any time evolved, and 
will refuse to be diverted into paths which may lead into 
a wilderness of unconscionable devices and fraud. 
(Concluded) 
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Banking in Brazil 


commercial and banking methods throughout the 

world, each country gives an impress of national 
psychology on its own internal operations. In this 
aspect the inception and progress of banking in Brazil 
present certain characteristics that are somewhat peculiar, 
as the issue of paper currency and the vagaries of exchange 
rates are involved therein ; this may be better understood 
by a brief historic sketch. It will be remembered that 
British policy in the early part of the nineteenth century 
was partly responsible for the independence of Brazil. 
Great Britain remained the final opponent of Napoleon, 
and our close friendship with Portugal thwarted his intent 
to expel British trading from Continental ports. The 
Prince Regent of Portugal vacillated between the fear 
of a French invasion and the capture of the Portuguese 
colony of Brazil by Spain. In this quandary Dom Joao 
acceded to British persuasion, and in 1807, under the 
protection of our fleet, he transferred his Court to Brazil. 
Previously Brazil had been a colony administrated solely 
for the benefit of Portugal, therefore her ports remained 
closed to all foreign commerce, and industries likely to 
prove competitive to the mother country were prohibited. 
However, the presence of the Portuguese Government in 
Rio de Janeiro necessitated great reforms, and in 1808 
a decree was signed declaring Brazilian ports open to 
international commerce. Shortly afterwards a loan of 
£600,000 was obtained from Great Britain, and then the 
first Bank of Brazil was established, having a nominal 
capital of 1,200 contos, with branches in Rio de Janeiro, 
Sao Paulo, and Bahia. Ostensibly it was a commercial 
bank, empowered to emit currency notes, but it was 
obliged to aid the local government with credit facilities 
in case of need. Dom Joao availed himself of this privi- 
lege so extensively that whilst its note-issue increased 
continuously, the bank’s cash on hand constantly dimin- 
ished, so that it became unable to guarantee the conversion 
of its notes. By 1821 the insolvent condition of that 
institution was generally recognized, the note-issue being 


A LTHOUGH international trade tends to standardize 
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seven times greater than its cash on hand, and four times 
larger than its capital. Consequently, authority was 
enacted to suspend conversion of its notes into gold. 
Paper currency was then officially inaugurated, and ever 
since that time it has continued to circulate as legal 
tender throughout Brazil. Following on the proclama- 
tion of Independence by Dom Pedro I, in 1822, it was 
found that the late Portuguese Government had left 
unpaid debts for nearly 10,000 contos, so that in 1824 it 
was found necessary to contract two loans for about 
34 million pounds. In order to furnish the Treasury with 
the extra revenue required to consolidate the independ- 
ence of the country, the Bank of Brazil continued to 
emit notes, while Treasury Bonds were also issued. 
Moreover, silver and copper coins were freely minted, 
but, having face values of 24 times their intrinsic values 
they were counterfeited on a large scale. By 1829 the 
financial situation of the Empire had become alarming, 
and the Bank of Brazil itself was obliged to go into 
liquidation, the State accepting responsibility for the 
paper money in circulation, though merely replacing 
it by inconvertible Treasury Notes. 

From that time the country passed through a series 
of disquieting vicissitudes, revolt and unrest followed 
the abdication of Dom Pedro I in 1831, and for a long 
period public expenditure considerably surpassed revenue. 
The par value of the monetary unit was twice reduced, 
first from 65d. to 43d., and then in 1846 to 27d., which 
rate still applies as the standard value of the gold milreis. 
Between 1851 and 1860 national finances improved, 
paper currency was partially withdrawn, and the second 
Bank of Brazil was founded in 1854; which ren- 
dered ccnsiderable assistance to the Government, but 
eventually failed. Unfortunately, the protracted war 
with Paraguay, from 1865 to 1870, involved Brazil in an 
excessive expenditure of 600,000 contos; consequently, 
new loans were contracted, further Government Bonds 
were issued, and exceptional credit facilities had to be 
resorted to. Subsequently, there followed a period of 
activity and prosperity which justified contracting further 
sterling loans in 1883 and 1886. However, another 
national crisis ensued owing to the abolition of slavery in 
1888, and this was followed shortly afterwards by the 
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constitution of the Republic, in November 1889. The 
total net deficiency in national finance that accrued during 
the Empire period amounted to over 855,000 contos. But 
as was inevitable during the early years of the Republic, 
expenditure increased enormously; and during the first 
twelve years the excess over public revenue was 822,000 
contos, and to this deficit a further 252,000 contos was 
added within the next decade. A considerable portion 
of these big sums has been consolidated into external and 
internal loans, and a part continues to exist in the present 
form of paper currency. This latter factor, of liquidating 
deficits by the emission of fiduciary notes, has been a 
prime cause of the instability in the exchange value of 
the currency medium, which declined from 264d. in 1889 
to 15d. in 1891, and to 93d. in 1896, touching a low record 
of 52d. in 1898. In 1900 the range of fluctuations was 
from 7d. to 14;d., but from Igor to 1904 a semblance 
of stability was ‘secured at between 11d.—12d., and from 
1906, under the Conversion Law, a rate approximating 
15d. was maintained until 1911, when the rate was raised 
to 16d. This latter gave way under pressure of war 
conditions, and then rates remained in the vicinity of 12d. 
until 1919, when the average was 144d., advancing to 
18jd. early in 1920. The erstwhile prosperity gained 
during the war period was annulled in 1921, and rates fell 
away to 8.,;d. average, to be succeeded by 735d. in 
the following year, with a further decline in 1923, when 
the lowest rate in the history of Brazil was recorded, 
viz. 43d. In subsequent years, under the policy of re- 
trenchment and deflation adopted by President Bernardes, 
rates improved to an average of 6d. in 1924, 6;%;d. in 
1925, and 7;;d. during 1926, although in November— 
December quotations receded to about 6d., reducing the 
value of one conto to £25 approximately. 

British banking interests were first established in 
Brazil in 1862 by the London and Brazilian Bank, 
Limited, then by the British Bank of South America, 
Limited in the following year, whilst the old London and 
River Plate Bank, Limited, which commenced operations 
in the Argentine in 1862, opened its first branch in Brazil 
in 1892. Two other British institutions are the Royal 
Bank of Canada and the Canadian Bank of Commerce ; 
they were established there in more recent years. In the 
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latter part of 1923, under a fusion scheme, the business of 
the London and Brazilian Bank, Limited, was merged into 
that of the London and River Plate Bank, Limited, which 
institution was then denominated the Bank of London 
and South America, Limited, and has now seventeen 
branches in the principal centres of Brazil. Apart from 
these banks, the principal countries of Europe are also 
represented, Germany, France, Italy and the United 
States of America having well-organized and extensive 
banking facilities established. Then, in addition, there 
are a number of sound national institutions having 
branches operating throughout the country, there being 
over forty national and foreign banking institutions in 
Rio de Janeiro. The total capitalization of the national 
banks slightly exceeds that of the foreign establishments. 
The present Bank of Brazil, which is only a nominal 
descendant of the first institution under that name, was 
formed in 1905 as a joint-stock company with 100,000 
contos capital, the Federal Government being the con- 
trolling shareholder. It predominates over all other 
banks, both in capital, reserves and general movement ; 
and apart from transacting every description of banking 
business, it acts as the financial agent of the Brazilian 
Government and the National Treasury. By virtue of 
its constitution, the Bank of Brazil enjoys certain privi- 
leges, and the contract made with the Federal Govern- 
ment in 1923 authorized it to issue bank notes, one-third 
of which must be covered by the retention of gold bullion 
on the basis of 12d. per milreis, while two-thirds of their 
note-issue is guaranteed by first-class commercial bills; 
its actual emission amounts to 592,000 contos. This 
bank exercises a guiding influence on the exchange market, 
and thereby is able to attract a considerable number of 
foreign transactions which would normally be executed 
by the foreign banks. 

An emphatic illustration of the growth of banking in 
Brazil during recent years is expressed in the summary 
of balance-sheet totals of all banks operating there at the 
end of 1908, which amounted to 1,461,550 contos; this 
sum was actually exceeded at the end of June 1926 by the 
balance-sheet totals of just the Brazilian branches of one 
British bank, namely, the Bank of London and South 
America, Limited, whose total figure was 1,694,282 
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contos, the cash on hand in the latter case, equivalent to 
£4,256,000, being almost equal to that of the former 
combined total. 

Foreign banks are only permitted to transact business 
in Brazil with the approval of the Federal Government, 
while banks that undertake exchange operations are 
required to deposit with the Ministry of Finance, Govern- 
ment Bonds to the value of 1,000 contos. The principal 
movement in exchange operations is naturally occasioned 
by the payment of goods imported from abroad, such 
bills being drawn in the monetary unit of the country of 
origin, and these are collected in currency equivalents 
by the principal banks. This movement is covered by the 
purchase of export bills, transfers, or of bank drafts 
drawn in foreign currencies for the purpose of various 
remittances abroad, etc. All such transactions are 
subject to the approval of a Government Inspector of 
the Fiscalization Department, any operations having the 
semblance of speculation being prohibited. 

Owing to the vast area of Brazil, its agricultural and 
industrial production is of diverse variety, consequently 
there is a constant interchange of merchandise between 
the various States and maritime ports. This commercial 
business involves a considerable movement in the collec- 
tion of sales proceeds, and in this connection the banks act 
as intermediaries. Moreover, there are many interior 
towns where even the national banks have no branches 
established, and in these cases collections are entrusted 
to certain merchant firms who also act as_ bankers’ 
agents. 

The clearing of local cheques is at present under- 
taken in some of the principal cities, the Bank of Brazil 
acting as the clearing house, but need is felt for this 
facility to be extended more widely. Cheques have not 
become generally employed, or regarded with favour as 
instruments of payment for commercial transactions. 
This is partly due to lack of confidence as well as to 
custom, and unless such cheques have been “ vistoed,” 
that is, ‘‘marked for payment” by the paying bank, 
they are not readily accepted, therefore cash is invariably 
demanded in the settlement of spot transactions. But 
obviously their more general use would go far to diminish 
cash stringency, and simultaneously reduce the volume 
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of work devolving upon bank cashiers, though this is 
evidently more a matter of commercial practice than 


legislation. 
A recent enactment requires that all sales of com- 


modities effected within Brazil shall be supported by a 
bill—really a signed account, called a “‘ Duplicata ’’— 
which must be accepted by the purchaser who thereby 
attests to the correctness of the invoice, and undertakes 
to pay the account when due. Provided the signatories 
are satisfactory, such documents are freely advanced 
against or discounted by the banks, or otherwise collected 
for account of the drawers. A considerable increment 
to banking business has resulted from this practice. 
Another rather unusual means of banking accommodation 
is to advance against way-bills issued for goods delivered 
at certain interior railway stations for transport to the 
coast. Owing to periodical congestion and delays in 
transport, some months or more may intervene before the 
respective goods reach their destination, and owing to 
the danger of deterioration of some merchandise, this 
class of business is not generally encouraged, though it 
is obvious that owners of such goods must procure 
accommodation in the interim. 

Warrants issued covering goods stored in warehouses 
are also frequently accepted as security for advances, 
although many difficulties attach to this form of banking 
operation, such as danger of fire, deterioration, and the 
possibility of substituting the goods hypothecated without 
the knowledge of the banker. 

Export bills are provided principally by the recurrent 
crops of coffee, cotton, rubber, nuts, cocoa, sugar, tobacco, 
wood, matté, ‘‘ xarque,’ hides, etc. Each of these articles 
has a definite season, and it is shipped chiefly from one or 
two ports, thereby requiring organized means of financing. 
The volume of exports being invariably in excess of 
imports at such centres, it frequently happens that cash 
paper money—has to be shipped there from another 
centre in order to purchase the bills offered on the local 

market. 

During the past twenty years there has been con- 
siderable expansion in banking business in Brazil arising 
from local industries, especially around the capitals of 
Sao Paulo and Rio de Janeiro. Exchange business in 
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past years constituted a substantial part of the banks’ 
activities, and although conservative operating offered 
a fair means of profit, the complexity arising from un- 
foreseen fluctuations in rates for foreign currencies was 
increased by the almost constant oscillation in the value 
of the milreis. 

Although many factors have operated in affecting the 
value of the milreis, a salient feature has been the relation- 
ship between the course of exchange rates and the volume 
of paper currency in circulation, and this is illustrated 
in the following summary :— 


Year. Fiduciary Notes Rate of 
in Circulation. Exchange. 

December 1889 i 195,485 contos 264d. 

1899 - 733727» ve 72d. 

e 1909 aa 628,453, re 154d. 

eS IgI9g Ka 1,729,061 ___,, si 164d. 

i 1920 a 1,730,000 __,, ¥s 97d. 

= 1921 it 1,880,104 __,, oe 74d. 

- 1922 ie 2,347,125 ;, ey 6d. 

as 1923 ba 2,638,937, - 413d. 

” 1924 . 2,963,990, - 54d. 
May 1925 as 2,792,570 ,, si 5 isd. 
December 1925 a 2,707,000 __iez, +. 7 ted. 
September 1926 an 2,592,000 __—, sa 73d. 
December 1926 2,509,300 __—s=,, (Stabilized) 523d. 


There are, of course, other factors which have exerted 
considerable influence on the exchange market. These 
include the sum-total indebtedness of the Federal Union’s 
external and internal loans, plus the floating debt, new 
loans to the Federal and State Governments, budget 
surplus or deficit, balance of trade, political conditions, 
internal peace, and not the least important, public senti- 
ment; in the vagaries of Brazilian exchange fluctuations 
all these factors have had some individual bearing. It 
is this situation that inevitably brings an element of 
danger and speculation in bankers’ exchange operations, 
and also adversely affects foreign investments for the 
furtherance of Brazilian industries. 

Undoubtedly a practical realization of the inevitable 
complexities that have long embarrassed national finances 
has convinced the President, Dr. Washington Luiz, 
of the desirability to establish a sound basis for stabiliz- 
ing the value of the milreis, and this he made the principal 
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objective of his administrative policy. Consequently, 
the Monetary Reform Law, which was decreed by 
National Congress on December 18, 1926, establishes that 
gold, ,%ths fine, shall be adopted asthestandardof Brazilian 
currency, and that all the paper money now in circula- 
tion shall be converted into gold notes on the basis of 
200 milligrammes per milreis, which gives an exchange 
value of about 533d. The first steps in the realization 
of this desideratum have been taken, both by maintaining 
a stable exchange rate during the past year, and also by 
opening the “Caixa de Estabilizacaéo”’ (Stabilization 
Bureau), where gold proceeds of foreign loans, and gold 
from other sources, are being depasited, and convertible 
notes issued in exchange thereof. he gold bullion now 
held in deposit exceeds the equivalent of £10,500,000, 
and the major portion of the corresponding gold notes 
are circulating throughout the country. 








German Banking 
By Our Berlin Correspondent 


T HE president of the German Stock Exchange 
Committee, Herr Richard Pohl, partner of the 
banking house, Hardy & Co., has just returned 
from New York, where he has been discussing the ques- 
tion of the introduction of German securities on the New 
York Stock Exchange. Herr Pohl has made an interest- 
ing report on the results of his visit. He has made it 
clear in particular that the interest of American banking 
circles in Germany is today greater than at any time in 
the past. In the past America was a debtor State and 
Germany a lending country; today America is lender to 
the whole world and Germany is indebted to America. 
Apart from large loans and credits, Americans are pre- 
pared to participate in any form in German industry 
and trade. In the last few months—and especially in the 
last few weeks—the American public has shown a very 
great interest in German securities. In particular, interest 
has been aroused for Germany among the numerous 
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investment trusts. This is the justification for the listing 
of important German securities on the New York Stock 
Exchange. Herr Pohl has succeeded in removing the 
difficulties which have hitherto stood in the way. In the 
first place, the prospectus of the Berlin Admission Com- 
mittee (Zulassungsstelle), which corresponds to the List- 
ing Committee of the. New York Stock Exchange, will 
serve as a basis for the introduction of German securities, 
and the Americans will no longer require, as previously, 
that German companies whose shares are dealt with in 
New York should publish quarterly and _half-yearly 
balance sheets, a procedure which is quite unusual in 
Germany. Of course, Herr Pohl has acceded to the 
American desire that companies should report as often 
as possible on the progress of their affairs. The American 
influence in this respect is welcomed in Germany, where 
the Press in the interests of the public has for a long time 
fought for greater publicity, but with little success. The 
Stock Exchange Committee requires proof before intro- 
duction that at least 50,000 shares will be available to 
the American public and distributed as widely as possible. 
Permission is made dependent on the condition that no 
considerable block of the introduced shares remains in 
one hand. When and to what extent the listing of the 
shares will follow is not yet determined. It is believed 
that a beginning will be made with the shares of the large 
banks (Deutsche Bank, Dresdner Bank, Darmstadter 
Bank, Disconto Gesellschaft, and Commerz Bank), the 
large shipping companies (especially the Hamburg- 
Amerika and the Norddeutscher Lloyd lines), the large 
electrical concerns (Siemens and A.E.G.), and also the 
shares of the Steel Combine and the I.G. Dyestuffs 
Industry. 

It is doubtful whether the introduction of the Reichs- 
bank shares on to the New York Exchange is desired 
from the German side. For some weeks the Reichsbank 
shares have been drawn into speculative play rather more 
than is welcome in the case of the shares of a central note 
institution. Since the last general meeting the price of 
the Reichsbank shares has risen from 186 to 292. There 
is no doubt that this rise is chiefly due to foreign buying, 
and as far as explanation is possible for speculative 
dealings, this buying is linked up with the international 
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discussion concerning a possible revision of the Dawes 
Plan. The speculative argument is somewhat as follows : 
The German Reichsbank has raised its dividend this 
year from Io to 12 per cent. But this 12 per cent. only 
requires mn. 14°7 reichsmarks, which is only a small 
part of the profits attained. In 1927 the Reichsbank 
under various headings placed nearly mn. 54 reichsmarks 
openly to reserves. The open reserves shown by the 
balance sheet of the Reichsbank have thereby risen to 
above 200 mn. reichsmarks, compared with the paid-up 
capital of 122°8 mn. reichsmarks. On the other hand, 
there are quite large secret reserves. For example, 
equipment and buildings are valued at 30 mn., whilst 
their real value is many times this amount. The security 
holding stands at 94°6 mn., whilst the Gold Discount Bank 
shares included in this figure, which are all in the posses- 
sion of the Reichsbank, together with the open reserves, 
are worth nearly double that sum. This difference 
alone is nearly as great as the paid-up capital of the 
Reichsbank. The Reichsbank has earned these profits 
against its will in three to four years. This is creating 
for it a serious embarrassment. According to the old 
Reichsbank law the shareholders received from profits 
4 per cent., and of the surplus Io per cent. went to the 
shareholders and go per cent. to the State. The new 
Reichsbank law, which came into operation with the 
Dawes Plan, provides a different method of profit dis- 
tribution. Under this arrangement the shareholders 
receive 8 per cent., and the further profits distributed are 
shared half and half between the State and the share- 
holders. If the Reichsbank distributed all its profits the 
dividends would go to a fantastic height. On the other 
hand, the Reichsbank is powerless because its profits 
accrue almost automatically. The Reichsbank is not a 
profit-making undertaking, and the whole development 
is therefore viewed by the German public (and probably 
also by the Reichsbank) with increasing dismay. All 
informed persons in Germany regard it as necessary that 
the former method of profit-distribution (one-tenth to 
the shareholders and nine-tenths to the State) should 
be re-established. But the German legislature is not 
sovereign in this instance, since the constitution of the 
Reichsbank is a part of the Dawes Plan, and can only be 
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altered with the Dawes Plan. This development was not 
foreseen in 1924, and at that time, immediately after the 
collapse of the German currency, it was thought necessary 
to afford a special stimulus to capital to subscribe to the 
shares of the Reichsbank. It is known that the Dawes 
Committee originally wished to establish the Reichsbank 
with a capital of 400 mn. Through the opposition of 
Dr. Schacht it was finally fixed at 300 mn., of which only 
go mn. reichsmarks was paid up when the old Reichsbank 
capital of 180 mn. reichsmarks was reduced to one-half 
and brought into the new Reichsbank. A few months 
later a further 32°8 mn. reichsmarks of Reichsbank 
shares was allotted to the German banks in exchange for 
Gold Discount Bank shares ; thus, today the share capital 
of the Reichsbank is about one-third less than before the 
war, which with rising profits entails an increasing 
“embarrassment of riches.”” Thus the Reichsbank will 
be compelled within a short time to treat with its share- 
holders and to come to an amicable understanding with 
them concerning a change in the methods of distributing 
profits. For this purpose it must offer to distribute to 
them part of its accumulated profits by way of com- 
pensation, and it will be all the more compelled to do 
this because a very large part of its shares—probably 
today the majority— is in foreign, and especially American, 
hands. 

After an interruption of nearly nine months the influx 
of American loans into Germany has recommenced. 
Since the loan demand of Germany has for a long time 
been artificially dammed up it has now broken loose 
with elemental force. This has already created some 
concern as to whether too much is not expected from 
the New York market. In the last few months German 
borrowers have had to rely solely on the internal market, 
which has shown very small receptivity in spite of the 
high rate of interest offered to it (in general 8 per cent. 
at an issue price of between 95 and 97). A large part of 
the issues went abroad; another part was left with the 
issuing banks. The terms offered by America are much 
more favourable. The Rentenbank-Creditanstalt made 
a beginning with a $30 mn. 6 per cent. ten-year loan at 
954, through the National City Company. The cities of 
Berlin and Frankfurt-am-Main followed, Berlin with a 
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$15 mn. 6 per cent. loan at 95, taken over by the Brown 
Brothers consortium at 923, Frankfurt-am-Main with a 
$6} mn. 6} per cent. loan at 993, taken over at 96} by 
Rollins and Sons. The Girozentrale came next with a 
general loan for the smaller municipalities of $174 mn. at 
6 per cent., taken over at g1} with the issue price not 
fixed at the moment of writing. For agricultural purposes 
the Landesbanken Zentrale with the guarantee of the 
Reich, Prussia, and the Provinces, has just arranged 
a $25 mn. 63 per cent. loan taken over at 92$, which will 
be placed at 97}. In addition there are a number of 
smaller loans for public utility undertakings with 
amounts ranging between 2 and 5 million dollars. At 
the same time private industry is coming forward with a 
large series of loans. Surprisingly enough two days after 
the death of Geheimrat Deutsch the A.E.G. concluded a 
$10 mn. 6 per cent. loan taken over at about 91 with 
an issue price of 944. The A.G. fiir Kohlverwertung 
(Coal Utilization Company), a joint concern of the Ruhr 
coal industry for the long-distance supply of gas, has 
concluded a $10 mn. loan, the wholesale house, Karstadt 
of Hamburg, a $15 mn. loan, and so on. In Europe 
(Switzerland and Holland) the Badenwerk (electricity 
works) has issued a 15 mn. Swiss franc 6 per cent. loan at 
963. Ascan be seen the average cost of these loans to the 
borrower comes to about 6? per cent., whilst the internal 
loans of the last few months cost between 84 and 9 per 
cent. It is a vital factor for German industry and the 
German business situation; as a result we can again 
reckon on the influx of several hundred million marks of 
foreign credits in the next few weeks and months. 


The British Bankers’ Association 


The annual dinner of the British Bankers’ Association 
was held on May g at the Drapers’ Hall, Throgmorton 
Street. Mr. Reginald McKenna, president of the Associa- 
tion, was in the chair, and the guests included: Mr. 
Neville Chamberlain, M.P. (Minister for Health), Lord 
Bradbury, Sir Richard Hopkins, Mr. Beaumont Pease, Mr. 
John Rae, Mr. Goodenough, Mr. R. M. Holland Martin, 
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Sir Austin Harris, Mr. R. H. Tennant, Sir Christopher 
Needham, Mr. F. A. Szarvasy, and Sir Alfred Lewis. 

The toast of ‘His Majesty’s Government” was pro- 
posed by the chairman, who said : My Lords and Gentle- 
men, my present toast is His Majesty’s Government. 
The last time that I heard this toast proposed it was 
moved by a distinguished member of the House of 
Commons who had sat in that Chamber for a great many 
years. In proposing the toast he recalled the triumphs 
and victories of many past Governments. He recounted 
their achievements in exceptionally fine language, but 
we all noticed that he never seemed to get down to the 
present day. When at length he did reach the subject 
of his toast he appeared to consider himself more in the 
light of a critic of the House of Commons than as an 
appreciative proposer of the health of His Majesty’s 
Government. He also spoke at inordinate length. Gen- 
tlemen, I do not propose to follow him in any single 
respect. Here in the City we have the greatest admira- 
tion for the present Government. We are not time- 
servers, but we are genuine supporters of the Government 
of the day in our desire in every way to facilitate their 
work and to help them in every way we possibly can. 
(Hear, hear.) As a matter of fact, my personal opinion 
is that this Government, under great difficulties, has 
done remarkably well. (Hear, hear.) You do not want 
my personal opinion, you want me to express the opinion 
of the City and the opinion of the banking world, and 
that opinion is that we are loyal supporters of the 
Government. 

I am happy in being able to couple with this toast the 
name of Mr. Neville Chamberlain. Gentlemen, there is 
an old controversy as to whether it is desirable or un- 
desirable to have experts as the chief political chief of 
departments. Some will tell you: yes, we ought to have 
competent experts to control the departments; others 
will tell you: no. My own view is, after some experience 
of the matter, that there are certainly departments in 
which, if you can get an expert, you ought to have one; 
there are other departments in which in no circumstances 
should you ever have an expert. (Laughter.) 
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American Banks Established in 


London 
By R. H. Mottram 


OWEVER much the vague word “international” 
may be used, the fact remains that, of all human 
activities, banking is one that retains strong 

national characteristics. Here is a case in which one 
might suppose that language, and to some extent 
tradition, would have ensured a certain similarity of 
system. But on examining the history and constitution of 
the American banks—more exactly of the banks founded 
in the United States—which have found it advisable to 
open branch offices in London, one is impressed by the 
fundamentally different outlook they exhibit. 

Probably the basic quality that the public subcon- 
sciously associates with our own institutions is that of 
age. There is, rooted in our national conservatism, a 
comfort in the reflection that a house which is close 
on its second century of existence is likely to defy all 
misfortune. There is here less foundation in fact than 
in sentiment, possibly; but, after all, how large a part 
does not sentiment play in the maintenance of credit ? 
Thus an actually new bank in England is almost un- 
thinkable, certainly not widely demanded. Partly from 
conservatism, partly on account of our island situation, 
our banking system has, with little or no official impetus 
or control, until quite lately evolved its present form 
within itself from constituents already present. The 
outlook in the States has been as different as the utterly 
different circumstances warrant. The fundamental dis- 
tinction between ourselves and the greatest agglomeration 
of English-speaking people overseas is that they are 
continental and recent in development. This their 
banking system clearly expresses. 

One of the oldest in date of foundation of the American 
banks established in London is the National City. Its 
inception dates from 1812, the epoch of the last armed 
dispute between the two countries. It started business 
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with a paid-up capital of $800,000, a sum which testifies 
to an importance which it has never lost. The first great 
turning-point in American banking, the national bank 
legislation that succeeded the Civil War, led to its regis- 
tration under its present name, in the new category, 
with a capital of $1,000,000. This was sufficient until 
1900, the era of the United States “colonial expansion.” 
The nature of American banking cannot be brought 
home to English readers more graphically than by 
giving a list of the successive increases in its capital, viz. : 
1903, $25,000,000 ; 1920, $40,000,000 ; 1925, $50,000,000 ; 
1927, $75,000,000. Its embarkation upon overseas 
banking was not a direct development, but hinged upon 
the affiliation of the International Banking Corporation, 
an institution designed to this end which, founded in Igor, 
opened in 1g02 in London and Shanghai. 

The second bank of the group under discussion, in 
order of age, is the National Bank of Commerce, which 
opened in New York in 1839, with a capital, then im- 
pressive, of $5,000,000, which, however, was not paid up 
until the time when the bank obtained a charter of the 
type thendesirable. The original aim of the founders seems 
to have been to obtain the position of fiscal agent to the 
Government, but although of material assistance to the 
executive, especially in the stormy days of the eighteen- 
fifties and sixties, the establishment of the independent 
treasury system finally deflected its course into the 
national banking system, under its present style, 
with a capital of $10,000,000. It remained at this figure 
until the importance of its mergers, in the twentieth 
century, raised it to $25,000,000. Its policy with regard 
to its London office differs from that of its peers in as far 
as it has established no branch to deal with the general 
public, but has had, since Ig19, a representative in 
London for the conduct of bankers’ operations. 

The American Express Company, although old esta- 
blished for an American bank, is of quite a different 
character. Its inception was due to the peculiar con- 
ditions of early development in the United States, when 
the company concerned itself with what was known as 
express business—a type of personal parcel delivery 
hardly known in our country since the days when specie 
used to travel by coach, under the superintendence of 
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representatives of the old private banks. It gradually 
drifted into its particular type of banking, and in 1882 
had a capital of $18,000,000. In 1891 it launched its 
travellers’ cheque, perhaps the most widely known and 
earliest type of such articles. It has also a money order, 
which competes favourabiy with the Government issue. 
In 1896 it opened in Paris, and in 1921 in London. It 
has now branched out into general banking business, 
though in Europe it is still best known by its services to 
travellers. So important has its foreign business become 
that it was found necessary in 1919 to organize a sub- 
sidiary company to finance this, with a capital of 
$6,000,000, which accounts for the comparatively 
stationary figure of its capital. It has now forty offices 
in Europe. 

The Guarantee Trust Company of New York was 
organized in 1864 with a capital of $100,000, and took 
its present name in 1896. Like others, its capital ex- 
pansion has been remarkable. In Igio it had five, in 
Ig12 ten, in 1918 twenty-five, and in 1927 thirty million 
dollars. The two former increases may be connected 
with the absorption of the Fifth Avenue Trust Co. and 
Morton Trust Co., and with that of the Standard Trust 
Co. It opened in London in 1897, and twenty years later 
in Paris. It has now offices in Pall Mall and Aldwych, 
and in Havre, Brussels and Antwerp. It actually 
opened for a short time in Constantinople. It is the 
official depository of the Government of the United 
States in Great Britain, France and Belgium. It 
transacts every class of overseas business, from U.S. 
Treasury disbursements, through commercial bills down 
to travellers’ cheques. 

The Equitable Trust, though by no means so early 
of origin, has managed to pack a great deal of history 
into its fifty years. It was founded in 1871 with a 
nominal capital of $50,000, of which only $16,000 was 
actually paid. Its early records are a blank, whether 
because it was subsidiary to the Equitable Life Assurance, 
or on account of having been destroyed in the Equitable 
building fire of 1912, does not transpire. In 1895 a 
revival began, and the company, whose first title had 
been the Traders’ Deposit Co., and later the American 
Deposit and Loan Co., now began to play a more active 
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part in the business of its related insurance corporation. 
This connection was, however, brought to a close by the 
insurance legislation of 1906, which gave the banking 
function for which the company had, apparently, origi- 
nally been designed, a fair chance. The capital had been 
increased to $300,000 in 1873, $500,000 in 1874, and 
to $1,000,000 in 1901. In 1903, owing to new and in- 
vigorating influences, it amounted to $3,000,000. On its 
release from its connection with insurance, it embarked 
upon the policy characteristic of the time, that of merger, 
or amalgamation, as the analogous process is more fre- 
quently called in England. In 1g09 the Bowling Green 
Trust was absorbed. In 1g1r the Madison Trust Co. 
was taken over, and in Ig12 it combined with the Trust 
Company of America, which brought its headquarters 
into Wall Street. As in all other cases, the war immensely 
accelerated its growth, and in i917 its capital was 
increased to $6,000,000, in 1919 to $12,000,000, in 1922 
to $20,000,000. In 1923 it acquired the Importers and 
Traders’ National Bank and the capital rose to $23,000,000 
and in 1926 to $30,000,000. It is interesting to recall 
that in 1892 it determined to divide profits amounting to 
$6,000 among the stockholders, and that in the same 
year the salary of the president was fixed at $2,500 and 
that of the secretary at $1,500. The Equitable Trust 
was established in London in 1912, and in Paris before 
the war, which greatly stimulated its foreign business. 
As a matter of fact, the Equitable bulks more largely 
in Paris, but its London business is a general one, and in 
1923 it found scope for a West End office, in addition to 
the Trust Company of America office, in Gresham Street, 
which it acquired by merger with that company. It 
claims that its London business has increased thirty-five 
times between 1917 and 1927. 

The Chase National Bank is the youngest of the 
American banks to establish itself in London, as it has 
only just celebrated its jubilee. Founded in 1877 with 
a capital of $300,000, it registered as a national bank. 
It merged with the Metropolitan Bank in 1921, the 
Mechanics and Metals National Bank in 1926, and the 
Mutual Bank in 1927, and its capital now stands at 
$50,000,000. It has opened representative offices in 
London, Paris and Berlin for information purposes, and 
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claims that its “‘ total resources’ have increased during 
its life exactly one thousand times. 

The Empire Trust Co. brings us into the twentieth 
century. It was founded, as its name implies, in the 
post-Cuban period, and fell at once into line with. the 
progressive atmosphere of that decade. I ts initial capital 
was but $100,000, and in its bare quarter century of 
existence this has increas«d to $6,000,000. Its successive 
mergers with the McVickar Realty Trust, the Windsor 
Trust Co. and the Hudson Trust Co. not only achieved 
this, but also led it to the then unprecedented step of 
opening in Upper Fifth Avenue. It does not seem to have 
suffered from such adventurousness, and can now flatter 
itself on doubling its deposits, which, on its day of 
opening, were but $70,000, every five years. It is 
interesting to speculate where this may lead. 

The only branch outside New York is that which was 
opened in London with prophetic insight in 1914, and in 
1924 was moved from 41 Threadneedle Street to 28 Charles 
Street, Haymarket. Nothing could more aptly display 
the contrast between our old-bottled, laid-down banking 
prestige and the new spirit. It is not enough, one 
gathers, for an American bank to display dazzling 
resources. Its reputation rests, not upon what it has 
done, but upon what it is going todo. A highly scientific 
form of guesswork stands in the place of reverent 
antiquity; if it has no past it has a future. 

Such are the principal American banks which are 
open in London for general business. There are, of 
course, many others less directly represented, and the 
multiplicity of travellers’ cheques and letters of credit, 
of bank cheques and acceptances, are becoming multi- 
farious and difficult of distinction. In the main, the 
institutions here surveyed are the principal ones. Glancing 
at their figures, one is impressed by the fact that, with 
the exception of the National City, they rank with the 
minor rather than with the major members of the Big 
Five. In spite of the amalgamation fever, the vaster 
scope of America has left more room for competition, 
prompted a less intensive development. There is a 
pliability and personal touch about their institutions 
which more than makes up for their lack of age and staid 
manner. One is agreeably impressed by the openness 
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of their banking halls and the accessibility of their 
personnel. With all the advantages of later and there- 
fore more experienced legislation, they receive from 
enactment a stability that the English banks have had 
to grow more laboriously. In view of the meteoric career 
of many of them, a further survey in ten years’ time 
will be even more instructive. 

The First National Bank of Boston can presumably 
claim to be the oldest American bank, owning a direct 
descent from 1784, if indeed age be accounted a virtue 
in the United States. The relative importance of New 
York and the immense westward spread of activity have 
left little mark on an institution that possesses not only 
the cardinal banking virtues, as accounted in North 
America, but almost those that we here expect to find in 
Lombard Street. It has, of course, found a means of 
being actually represented in Wall Street. As might 
be expected from its situation, it has developed markedly 
in the direction of International Banking, and is esta- 
blished in London, Paris, and Berlin, upon what we should 
consider the agency principle, and for more general 
business in Cuba and Argentina. That it has not vege- 
tated during a century and a-half is shown by the fact 
that it is today the fifth largest National Bank in the 
United States. 

The Continental National Bank and Trust Co. 
is a conglomerate of banking, savings and _ trust 
activities in the gateway of that little-comprehended 
Middle West, so un-European and reeking so little of 
Europe. The complete unification into one control 
only took place last Christmas, and the story of the sixty 
years during which the component parts have made and 
mutually been made by the meteoric rise of Chicago, 
emphasizes the fact that this city is the real New World, 
not merely not English, but not even of New England. 
Phoenix, like Chicago, arose from its ashes, in 1871, and 
has progressed by astounding leaps that have taken it 
clean across crises, wars, and enabled it to keep pace with 
the ever-outreaching development that only the Pacific 
puts a limit to. The mere dimensions of the business are 
typical: Number of customeéfs,200,000 ; population of the 
bank building, 8,500 persons ; number of persons using the 
elevators daily, 60,000. It hasa representative in London. 





































* Monthly averages, nine banks. 
2? Average of four or five weekly returns. 
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Table I GOLD HOLDINGS OF CENTRAL 
(IN MILLIONS OF &) 
FRANCE } 
2 iia 
ENGLAND, U.S.A. | BELGIUM | NETHER: | pENMARK NORWAY | SWEDEN 
3 4 | LANDS 
At Home Abroad 
1925 | 
FEBRUARY 126°8 595°2 146°0 73°9 10°8 41°7 11°5 81 12°9 
MaRCcH .. | 126°8 587°9 146°0 73°9 10°8 41°7 11°5 81 12°9 
APRIL 126°9 | 583°5 146°0 | 9 10°8 41°7 11°5 81 12°9 
May ae 151°8 584°7 146°0 73°9 10°8 39°6 11°5 81 12°8 
1926 | 
FEBRUARY 143°3 574°3 1461 7379 | 10°9 35°8 11°5 81 12°7 
MARCH .. 144°2 575°2 146°1 73°99 | =«10°9 35°5 11°5 81 12°6 
APRIL e4 145°1 571°9 146°1 73°9 | 10°9 35°4 Ins | 81 12°6 
May . 147°0 573°8 146°1 73°9 10°9 35°3 115 81 12°6 
1927-28 
FEBRUARY 148°9 612°4 146°0 73°9 17°8 34°2 ig 8°1 12°3 
MARCH 149°3 619°2 146°0 73°9 | 18°0 34°6 10°6 81 12°3 
APRIL 151°6 622°8 146°0 739 | 181 34°6 10°6 81 12°2 
May 153°8 630°9 146°0 183 | 182 34°6 10°6 81 12°2 
JUNE 150°5 617°7 146°0 183 | 184 34°3 10°6 81 12°2 
JULY 149°5 619°1 146°0 | 183 | 18°4 33°2 10°0 81 12°2 
AUGUST 150°4 618°2 146°0 18°3 18°7 31°9 10°0 81 12°2 
SEPTEMBER 149°5 614°3 146°0 18°3 18°8 31°9 10°0 81 | 122 
OCTOBER .. 149°4 510° 146°0 18°3 19°3 319 10°0 81 12°7 
NOVEMBER 150°1 . 145°9 18°3 19°7 31°9 10°0 81 ae 
DECEMBER 148°8 3 145°9 183 20°2 32°2 10°0 81 | 123°7 
JANUARY... 154°7 ’ 145°9 18°3 21-0 33°9 10°0 81 12°77 | 
FEBRUARY 157°2 578°2 145°9 18°3 21°2 35°9 10°0 81 12°99 | 
MARCH .. 156°9 573°0 145°9 18°3 21°4 35°9 10°0 81 12°8 
APRIL 157°4 564°8 145°9 18°3 21°7 35°9 10°0 81 12°8 | 
May 1603 5528 145 | 18S | BBO | 859 | 81 128 | 
* Where possible the figures are taken from returns issued for the first 
2 Excluding a small amount held in the Banking Department. ppear s 
* In addition there is an unascertainable amount of gold which does not | ayailabl 
* Up to April 1927 the figures include gold, both “ available ”’ and “ non- 
5 Gold and silver holdings. 
Table II CREDIT AND CURRENCY 
i 2 
CLEARING BANKS BANK OF ENGLAND : 2 
Currency 
3 i- and 
7 , rt ertificates 
Deposits Cash | Advances A a Reserve yo cere dng Outstanding 
£ millions £ millions £ millions £ millions £willions | £ millions | £ millions 
1925 
FEBRUARY 1,643°0 194°5 821°0 116°7 23°5 97°9 280°9 
Marcu 1,604°9 186°2 840°8 111°0 24°0 97°4 282°9 
APRIL 1,606°1 188°9 847°6 109°9 27°1 94°4 291°4 
May 1,598°0 185°2 848°6 104°7 27°1 93°9 290°6 
1926 
FREBPUARY 1,606°3 187°1 863°7 107°2 23°3 84°9 284°4 
MARCH 1,587°5 185°8 876°3 104°3 24°2 85°2 288°0 
APRIL 1,590°2 186°2 874°3 100°6 25°0 85°1 293°9 
May 1,589°6 187°1 8774 104°2 27°1 84°9 300°2 
1927-28 
FEBRUARY 1,652°7 191°0 902°1 103°6 33°2 80°7 281°0 
MARCH 1,632°3 188°2 909°9 103°4 33°2 80°9 284°6 
APRIL 1,641°7 191°9 912°3 102°3 35°3 81°3 295°5 
May 1,650°0 191°3 913°2 98°6 37°4 80°0 293°8 
JUNE 1,684°7 199°2 915°1 105°2 35°0 80°6 297°5 
JULY 1,682°9 193°5 919°2 102°6 33°4 81°5 296°8 
AUGUST . 1,669°3 191°4 918°3 100°2 34°4 811 296°4 
SEPTEMBER 1,668°1 192°2 919°8 98°3 34°6 80°1 294°2 
OCTOBER 1,710°2 195°6 917°9 100°4 34°9 79°9 294°1 
NOVEMBER 1,693°9 191°8 915°4 97°6 35°0 79°7 293°7 
DECEMBER 1,729°0 202°1 914°1 109°6 32°5 81°6 297°9 
JANUARY 1,747°2 197°6 923°0 112°9 38°7 79°5 292°0 
FEBRUARY.. 1,698°0 188°9 917°5 97°8 42°1 783°7 286°3 
MARCH 1,672°4 186°3 928°8 101°6 42°8 78°6 288°8 
APRIL 1,6$0°3 187°4 9331 96°6 42°9 791 294°1 
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AL BANKS ! Table I—cont. 





GERMANY } 





| 5 | | 
7 " ” 1ZECHO- — wanes i . SWITZER- i. 
orwnicn | RUSSIA | POLAND LT. | AUSTRIA |HUNGARY| ITALY rr | SPate 
Total Abroad } 
| 
414 9°7 | 15°8 4°2 42°8 0°3 1°5 35°3 19°8 100°5 
48°2 13°2 | 16°1 4°6 42°9 3 | 1°7 35°3 19°1 | 100°5 
49°1 7S | 179 4°7 42°9 o3 | 19 35°3 19°1 100°6 
49°6 5°8 | 19°0 4°7 42°9 | o3 | 1°9 35°3 19°1 100°6 
61°5 7°0 | 18°7 5°3 44°6 0-4 23 | 35°4 16°9 100°6 
68°8 10°2 16°2 5°3 44°7 or4 2°9 35°4 16°5 100°6 
73°0 12°9 15°6 | 5°3 44°6 o°4 3°0 |} 35°4 16°6 100°6 
73°0 12°7 15°5 5°3 44°0 | os | 3°4 | 35°4 16°6 100°6 
89°8 SS {| iu7° 59 43°6 1°7 61 45°4 17°4 102°1 
90°3 4°6 17°4 6°0 43°7 1°7 61 45°5 17°8 102°5 
90°6 SO | 17°5 6°2 43°8 oT 61 45°7 18°3 102°9 
90°5 50 | 17°5 6°3 43°9 1°7 61 46°1 18°2 103°0 
88°9 34 | 17°6 64 43°9 1°7 61 46°2 18°2 103°0 
88°2 2°8 18°7 6°5 44°0 1°7 6°9 46°4 18°0 103°0 
88°3 70 | 188 | 6°9 44°0 2°4 71 46°5 17°6 103°0 
90°7 3°3 18°3 73 44°0 2°4 i | 46°5 17°6 103°0 
90°6 3°3 18°4 76 44°1 2°4 71 | 46°5 18°3 103°1 
90°7 3°3 2 ee ow! 44°1 2°4 71 46°5 18°3 103°2 
911 38 | 20°0 | 11°9 46°1 | 2°4 rag | 46°6 17°9 103°2 
913 | 4°0 | 199 | 121 46°1 | 2°4 71 49°2 19°5 103°2 
923 | 4° 20°3 | 12°1 46°5 | 3°4 71 49°2 17°2 103°4 
924 | 4°2 18°8 | 12°8 46°5 3°4 71 49°8 57°t 103°4 
195°9 4°2 191 =| 13°0 46°6 | 3°4 ie 51°2 Bes 103°4 
99°9 4°2 16°7 | | re 17°4 103°4 
| | 
rt part of the month, otherwise from returns at the end of the previous month. 
appear separately in the returns of the Bank of France. 
= available *’; since then only *‘ available ”’ gold. 
Table III GOLD MOVEMENTS 
1 “ 
BANK OF ENGLAND UNITED KINGDOM | 
see! |_ TRANS- 
| VAALGOLD 
Net Net | OUTPUT 
Purchases Sales Influx (+) Imports Exports Imports (+) | 
or Efflux (- or x 
Exports (—) 


£ millions | £ millions | £ millions | £ millions | £ millions | £ millions | £ millions 


1925 


FEBRUARY _ — ~ 4°4 3°8 + 6 3°2 
MARCH — — - 1°9 3°0 —- 1% 3°75 
APRIL —_ — — 1°0 2°0 1°0 3°3 
MAY 3°7 2°4 1°3 2°6 2°6 0-0 35 
1926 
FEBRUARY 3°9 2°5 1°4 3°5 1°6 + 19 3°2 
MARCH ‘ 5 *4 +t 11 1°3 2°6 1°3 3°5 
APRIL hia 0°0 “3 3 1°5 ‘7 y “% 3°4 
May on 2°9 *2 2°6 3°8 1°4 + 24 | 3°6 
1927-28 | 

FEBRUARY 0°0 1°2 — 1°23 3°2 “2 0°0 3°3 
MARCH 1°0 “6 + “4 1°5 1°4 + a 37 
APRIL 3°5 1°3 + 2°2 51 *8 + 43 3°5 
May 2°7 4°2 1°5 3°4 55 2°1 3°7 
JUNE 1°3 2°4 11 ig | 2°0 °3 3°6 
JULY 8 1 t a 2°7 1°2 + 1°4 3°6 
AUGUST 1°5 20 - "6 4°4 1°2 + 3°2 > 

SEPTEMBER 2°5 3°3 > 1°7 1°6 + 2 3°6 
OCTOBER 1°9 1°2 + 7 1°3 1°0 + 3 3°6 
NOVEMBER "5 1°7 —- 1°23 3°1 4°5 — 1°4 3°6 
DECEMBER 3°0 1°4 + 1°5 1°9 2°2 - 2 3°6 
JANUARY 4°7 8 + 3°9 471 2°2 + 19 3°6 
FEBRUARY 1°3 1°3 00 2°7 4°0 — 13 3°5 
MARCH 1°6 1°7 —- °*i 1°3 16°2 — 14°9 3°7 
APRIL 3°6 1°2 2°4 2°4 6 1°38 3°5 


1 Figures compiled from daily bulletins of the Bank of England, 








Short Loan 


Bank Rate Rate 


| 
} 
| 
| 
| 
| 


Per cent. Per cent. 


WEEK ENDING: 
1928 

















FEBRUARY 4 44 3} 
e 11 44 3th 
pea 18 44 33? 
a 25 44 383 
MARCH 3 44 3a; 
” 10 4 Saf 1 
a 17 4} 3? 
” 24 44 34 
iia 31 4} 333 
APRIL 7 44 343 
~” 14 44 38 | 
sia 21 4} 38 | 
po 28 4} 343 
May 5 4} 378 
en 12 4} 38 
pe 19 44 383 
NEW YORK 
$ to £ 
PAR OF EXCHANGE .. .. £8605 
1925 
FEBRUARY .. 4°7720 
MARCH . - sa 4°7769 
APRIL ee ore od 4°7965 
May . ‘<< aa 4°8553 
1926 
FEBRUARY .. 4°8639 
MARCH 4°8609 
APRIL 4°8622 
May 4°8623 
1927-28 
FEBRUARY .. 
MARCH 
APRIL 
May 
JUNE 
JULY 
AUGUST 
SEPTEMBER 


OcTOBER 
NOVEMBER 
DECEMBER . . 
JANUARY .. 
FEBRUARY .. 
MARCH 
APRIL 








WEEK ENDING: 





May 5 o a 4°8796 
» 12 ‘a -» |  4°8807 
7 ao, ool Coe 
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Table IV 


LONDON 
Discount Rates Treasury Bills 
, Fine ‘Trade . 

Bank Bills Bills Weekly Tender Amount 

3 months 3 months Rate Offered 

Per cent. Per cent. Per cent. £ millions 

2a 4, 

4h} 4} 4 4 3°75 35 
445 4} | 4 4 0°12 30 
4y 4} |} 4 211°17 35 
43} 4} 4 3 6°04 40 
4it 43 | 4 2 847 35 
443 4} | 4 211°6 30 
4h} 43 4 2 0°96 30 
48, 4} 3.18 10°02 35 
4ay 4} 4 0 5°07 40 
4ag 4} e © fa 40 
4-5 43 4 0 8°54 40 
45% 4? 4 1 1°58 35 
4 4} 3.18 5°49 30 
334 4} 318 2°37 40 
3gt 4} 318 9°42 40 
383 4} 4 0 2°85 40 








| Amount 
| 










MONEY 


Applied for 


& wmillions | 


All figures given above, except those of 


Table V 


PARIS 


Fr. to # 


90°35 
92°19 
92°38 
94°09 


et tt 
Crim Oo OO 
we Oo Orb 


4°01 


MILAN 
Lire to £ 


120°80 
120°97 
120°91 
126°19 


112°26 
107°76 
96°95 
89°97 
86°86 
89°04 
89°32 
89°37 
89°14 
89°46 
90°69 
92°17 
92°07 
92°37 
92°52 


92°62 
92°63 
92°66 






BERNE 
Fr. to # 


25°2215 


24°789 
24°791 
24°801 
25°090 


5°250 
25°249 
25°187 
25°119 


25°219 
25°234 
25°251 
25°253 
25°245 
25°220 
25°212 
25°219 
25°249 

5°271 
25°277 
25°302 
25°336 
25°340 
25°332 


25°322 
25°322 
25°328 











Ban} 


Per 


FOREIGN EXCE 


MADRID 


P’tas to # 


252215 


34°483 
34°490 
34°010 
33°386 


28°906 
27°941 
27°514 
27°602 
28°226 
28°417 
28°771 
28°384 
28°199 
28°758 
29°321 
28°504 
28°703 
29°017 
29°118 


29°321 
29°094 
29°110 


2 The old parity of 25°2215 was 


DAILY 











AVERAG 


AMS 












bandot 
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Table [V—cont. 


























uy 
NEW YORK . PARIS BERLIN AMSTERDAM 
| pees | ones a — 
Market Market | Market | Market 
Bank Rate Discount | Call Money Bank Rate Discount Bank Rate | Discount | Bank Rate Discount 
t Rate Rate Rate Rate 
for | | | } 
. Percent. | Percent. Per cent. Per cent. Per cent. Percent. | Percent. | Percent. Per cent. 
18 
| 
| 
| 
3 CO 432 34 23 7 6. O| 4 424 
4 445 34 27 7 64s | 4 4s 
4 4y5 34 23 7 6 | 44 3 
4 ts 3} i 6 i 4 344 
4 413 3} 23 7 6) 4} 34! 
4 4} 34 2} 7 64; | 44 344 
4 44 34 24 7 642 | 4b 343 
4 44% 34 247 7 63 44 383 
| 4 4; 34 245 7 64 44 4 
4 5! 34 2th 7 6} 44 382 
| 4 5} 34 28 7 eit 4} 4a 
4 akg 3} 23 7 64) 4} aii 
4 5 34 2ai 7 635 4} 45; 
4 5a} 34 24 7 oi) 4} 4 
4 543 | 3H 23 7 632 44 443 
1} | 548 | 3} 28 7 642 44 433 
f Treasury Bills, are averages of daily rates. 
Gn EXCHANGES Table V—cont. 
Ariy| AVERAGES 
AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE jRIO DE BUENOS AIRES 
| | JANEIRO 
Fl. to £ Rmk. to £ Kr. to £ | d. per Rupee d. per Yen d. per Milreis d. per Gold Peso 
— —————— —— ail — = 
12°107 20°43 18159 8 258 | 5°8997 | 47°58 
ies a a in 
11°880 20°046 17°711 } 18°008 19°674 | 45°452 
11°967 20°056 ie: aa 17°965 20°617_—s‘| 45°127 
12°001 20°173 17°791 17°886 20°959 43°523 
12°080 20°391 18°123 17°958 20°748 44°673 
12°137 20°427 18°159 18°191 22°433 7°320 46°030 
12°131 20°412 18°122 18°083 22°420 7°160 44°642 
12°118 20°422 18°151 17°879 23°061 6°921 44°857 
12°091 20°417 18°161 17°934 23°199 7°288 45°099 
12°123 20°466 18°174 17°974 24°195 5°870 46°926 
12°130 20°468 18°144 17°962 24°310 | 5°870 47°506 
12°139 20°489 18°135 17°885 | 23°899 | 5°832 47°557 
12°136 20°501 18°157 17°932 23°261 5°821 47°566 
12°123 20°493 18°128 17°910 23° 5°842 47°692 
12°119 20°450 18°128 17°871 < 5°829 47°761 
12°129 20°431 18°117 17°870 3°3 5°858 47°865 
12°134 20°433 18°095 17°960 23°167 | 5°869 47°942 
12°116 20°408 18°084 17°972 22°962 5°910 47°894 
12°076 20°421 18°097 17°986 22°662 5°889 47°845 
12°073 20°434 18°080 18°099 22°707 5°905 47°3810 
12°087 20°461 18°138 18°095 23°096 } 5°918 47°833 
12°109 20°431 18°161 18°002 23°082 | 5°919 47°881 
12°124 20°412 18°180 18°002 23°198 | 5°926 47°858 
12°111 20°412 18°184 18°004 23°469 5°923 47°807 
| 
| 
125101 20°402 18°187 18001 23-245 | 5-922 47°815 
12°098 =| 20°402 18°194 18°012 22°865 5°922 47°814 
12°098 20°401 18°194 18°026 | 22°901 5°922 47°805 
x. bandoned as from December 22, 1927. 
GG 
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Table VI BRITISH TRADRBIAND 





























COAL PIG-IRON STEEL | Dt 
“ a A Exports : 2. , at 
| Production = Number of Production Production Imp« 
irnaces in | 
Millions of Millions of Blast Thousands of | Thousands of | Thous 
Tons Tons Tons Tons of 
| _ | - 
= | 214 4°6 165 542 652 23 
oR TARY | 4 ) 7) vfs iy « 
MancH. 21°0 46 169 608 685 24 
APRIL 20°0 4°6 158 570 598 27 
MAY 19°6 4°9 157 575 652 20 
1926 
FEBRUARY 21°6 4°6 146 502 704 22 
MARCH 21°4 50 151 568 784 25 
APRIL 21°0 4°5 147 | 539 661 26 
May — 1°5 3s 89 16 16 
1927-28 = 
FEBRUARY ais —- we «s 21°4 4°4 166 | 571 827 44 
MARCH ee ot 51 178 | 672 950 | 47 
APRIL 20°6 4°3 189 | 680 850 40 
May 20°4 50 184 | 720 885 | | 35 
JUNE 20°0 4°5 176 651 747 | 33 
JULY a >i ‘a “a 18°9 4°4 174 646 687 33 
AUGUST .. ee es ee “el 19°4 4°6 165 596 643 | 28 
SEPTEMBER “a ‘<a wa oo | eS 4°6 160 591 777 31 
OcTOBER e« oe ee sant 19°8 4°5 162 596 699 33 
NOVEMBER oe és as as 19°6 4°4 155 576 699 =| 28 
DECEMBER ee “e +a ee 20°6 4°2 149 559 605 28 
JANUARY ws ea - ee 20°0 4°3 148 | 560 626 | 28 
FEBRUARY aus ne we 1 ae 4°3 148 | 551 764 | 28 
MARCH ee ee oe ee 20°2 4°3 150 | 593 793 | 27 
APRIL... ne: wi és aa 17°7 4°0 149 555 644 | | 25 
* Total for four weeks. 2 Returns issued bythe Nati 
| 
vv al 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
1 
ALL COMMODITIES | BANK :CLEARINGS UNEMPLOYMENT . 
-_ me’ B Index of 
| 3 3 4| Percent- | Numbers | Produe- 
Imports | Exports |Re-exports} London /|Provincial Total Compar- age of | on Live tion 
| Country” able Total| insured Register 
| persons 
£ ¥ £ | 4 | < £L £ unem- 00078 1913=100 
millions | millions | millions | millions | millions | millions | millions ployed omitted 
1925 
FEBRUARY  110°2 | 69°3 13°9 9°7 6°3 15°9 15°7 11°3 1,239 } 91°6 | 
MARCH 112°9 70°3 12°8 9°5 6°4 15°9 15°9 11°1 1,214 | 
APRIL 110°3 | 60°9 12°4 10°2 61 16°3 16°7 10°9 1,190 } 87°0 
May 104°3 | 64°2 14°5 9°7 5°9 15°6 16°3 10°9 1,184 
1926 | 
FEBRUARY 96°9 | 62°8 13°2 9°5 5°6 15°2 17°1 10°4 1,151 } 90°8 
MARCH 106°9 | 66°74 12°1 9°3 §°5 14°8 7°1 9°8 1,065 
APRIL 102°5 | 52°7 11°3 10°0 §°1 15°1 17°5 9°1 1,013 } 62°9 
May 81°2 | 45°8 75 8° 4°7 13°3 15°2 14°3 1,501 | 
1927-28 
FEBRUARY 93°9 52°9 10°8 9°4 5°6 15°0 17°5 10°9 1,235 } 99°7 
MARCH 113°5 | 62°1 10°8 9°5 5°7 15°2 17°9 9°8 1,106 
APRIL .. 100°6 | 52°6 11°8 10°2 5°5 15°7 18°6 9°4 1,076 
May 96°4 | 63°3 12°4 10°0 5°6 15°6 18°3 8°7 998 } 95°7 
JUNE wa 99°3 56°0 10°6 9°5 5°3 14°8 17°3 8°8 1,028 
JULY ee 93°4 56°1 9°7 9°9 5°6 15°6 18°3 9°2 1,041 
AUGUST 90°1 59°4 8°8 9°1 5°4 14°5 17°0 9°3 1,052 I 94°5 
SEPTEMBER 101°4 60°6 81 8°9 51 14°0 16°3 9°3 1,056 
OCTOBER 105°0 | + 61°2 9°4 10°1 6°0 16°1 18°8 9°5 1,080 |) 
NOVEMBER, 107°4 70°6 10°6 9°83 5°7 15°5 18°3 10°0 1,127 95°1 
DECEMBER 105°4 | 58°8 10°3 9°8 5°7 15°6 18°4 9°8 1,125 s 
JANUARY 100°4 59°7 10°3 10°3 5°8 16°1 19°0 10°7 1,204 ? 
FEBRUARY 98°8 | 57°2 11°7 9°8 5°7 15°5 18°4 10°4 1,142 |¢ 93°4 
MARCH 110°5 | 65°0 11°3 9°6 $°7 15°2 18°0 9°6 1,067 ) 
APRIL 96°8 55°3 11°0 10°5 6°0 16°5 19°2 9°6 1,081 


+ Daily averages, based on weekly or monthly returns. ? ‘‘ Country ” clearings at London 
Clearing House. * Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 
(London “ Country ’”’ and Provincial) adjusted, for comparative purposes, by application of 
Board of Trade index number of wholesale prices (1924=100). ° Average of four or five weekly 
returns. ° Reprinted by courtesy of the London and Cambridge Economic Service. 
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Table VI—cont. 


ADEAND INDUSTRY 


IRON & STE 
FACTURES 


n Imports 


of Thousands 
of Tons 


| bythe National 


EL & MAN 
{ 


L ANU- 
THEREOF 


| 
| Exports 
| 


Thousands 
| of Tons 


| 299 
| 312 
| 297 


322 


} 339 
| 407 
313 


274 





MACHINERY 


Imports 


> 


thousands 


94 
1,0°% 
1,039 
1,092 


946 
1,279 
1,258 
1,050 











Federation of Iron and Steel Manufacturers. 


1925 
FEBRUARY 
MARCH 
APRIL 
May 


1926 
FEBRUARY 
MARCH 
APRIL 
May 


1927-28 
FEBRUARY 
MARCH 
APRIL 
May 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER... 
NOVEMBER 
DECEMBER 
JANUARY... 
FEBRUARY 
MARCH 
APRIL 
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COTTON WOOL 
| 
Exports of Exports of | Exports of Exports of | Exports of 
Exports Yarns Piece Goods Tops Wool and Wool and 
Worsted Worsted 
Yarns | _ Tissues 
£L Millions Millions of Millions | Millions | Millions of 
thousands of Lbs. Sq. Yds. of Lbs. | of Lbs. | 8q. Yds, 
3,901 16°0 422°3 2°8 4°6 18°6 
4,179 17°9 416°6 2°38 3°83 | 14°8 
3,839 16°6 333°4 2°4 3°2 | 12°1 
4,397 17°2 371°0 2°5 3°2 | 11°6 
| 
4,225 15 366°4 2°6 2°2 15°8 
4,146 16°0 403°2 2°9 2°4 14°5 
3,605 14 281°8 2°5 2°2 91 
3,192 10°6 304°2 2°6 2°2 | 9°7 
| ? | 
3,623 14°3 3°1 2°9 | 15°0 
4,135 19°3 4°6 4°0 | 13°3 
3,598 17°3 3°3 3°8 } 9°5 
4,612 22°8 4°4 45 | 11° 
3,889 17°2 3°3 4°6 | 13°6 
3,786 14°0 31 44 | 16°0 
3,886 | 16°6 3°8 5°2 } 17°5 
4,291 15°38 3°1 4°4 | 14°4 
4,503 15°3 4°0 51 13°1 
5,440 17°4 34 5°2 | 16°4 
4,186 14°5 2°9 4°5 | 15°0 
4,805 14°9 2°8 40 | 169 
4,072 14°5 3°1 3°6 14°5 
4,813 15°5 3°8 4°2 15°1 
4,143 13°8 2°9 3°7 10°0 
Table VII COMMODITY PRICES 
FRANCFj 


Board of 
Trade 


1913=100 


em OS ihe ie 
rt DS et et et CO OKD 
OO > > 


PCS bm Mim bed phn tC ed CD 


mt bet fet fa ph fj fh fb fff 


Hm hm ihn ik Me bin in hm in 


te 


UNITED KINGDOM U.S.A. GERMANY 


Wholesale 


“ Statist” | “ Econ- 
omist” 
Jul 

1913=100 | 1914= 





168°4 186°0 
164°8 182°5 
161°8 177°4 
159°0 173°8 
150°5 | 161°4 
148°4 159°4 
147°7 158°0 
147°9 157°1 
146°0 156°4 
145°4 153°8 
145°1 152°9 
145°6 155°4 
144°8 1561 
143°5 156°7 
144°5 158°1 
142°9 157°4 
141°9 155°8 
142°9 154°3 
142°8 153°8 
142°2 151°5 
142°5 152°8 
145°4 154°7 
147°8 157°4 


y 
=100 


1 |Wholesale Wholesale) Cost of 
Cost of (Depart- (Reichs- Living 





Living ment of bord) (Reichs- 
(Ministry| Labor bord) 
of Labour 

July 2 1913/14 
1914=100 | 1926=100 | 1913=100 =100 
179 104°5 | 136°5 135°6 
175 104°8 134°4 136°0 
173 102°4 131°0 136°7 
172 102°1 131°9 135°5 
172 102°1 118°4 138°8 
168 100°4 118°3 138°3 
167 100°1 | 122°7 | 139°6 
168 100°S | 123°2 | 139°9 
171 95°9 135°6 145°4 
165 94°5 135°0 144°9 
164 93°7 134°8 146°4 
163 93°7 137°1 146°5 
166 93°8 137°9 147°7 
164 94°1 137°6 | 150°0 
165 95°2 137°9 146°6 
167 96°5 139°7 147°1 
169 97°0 139°8 150°2 
169 96°7 140°1 150°6 
168 96°8 | 139°6 | 151°3 
166 96°3 1387 150°8 
164 96°4 | 137°9 150°6 
164 96°0 | 138°5 150°6 
164 —_ 139°5 | 150°7 


Wholesale | Cost of 


(Statis- Living 
tique (Statis- 
Générale) tique 
Générale) 


Jul 


y 
1918=100 | 1914=100 


631°6 
641°4 
636°3 
628° 
622° 
620° 
617° 
600° 
587° 
594° 
604° 
607° 
609°1 
620°6 
620°6 


hm BS he Or 9 re GO 


386 
396 


451 
485 


1 The indices, which are for the Ist of the month, are entered for the previous 
month to facilitate comparison. 
2 The average for 1926 on the old base (1913=100) was 151°1, but the two sets 
of indices are not strictly comparable. 
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International Banking Review 


FRANCE 


HE improvement in the finances of France, and the 
prospects of an early return to a gold basis, have 
brought about a general improvement in economic 

conditions, which has reacted favourably upon the banks. 
While the year 1927 was one of readjustment, the current 
year is witnessing a revival of progress from the new basis. 
Although the abnormal monetary ease makes it difficult 
to invest liquid assets at an acceptable yield, the banks 
are duly compensated by the increased activity of the 
Bourse and by the resumption of international banking 
business. 

Practically every big bank has increased, or is about 
to increase, its share capital, through the issue of a 
comparatively small amount of shares carrying plural 
voting rights. In every case the allotment of the new 
shares is left to the discretion of the board of directors. 
The object of the arrangement is to prevent foreign 
interests from acquiring a control over the bank. During 
the last two years large purchases of French bank shares 
have been made on foreign account, and, although their 
extent need not give rise to any fear of an immediate 
acquisition of control by foreign interests, the directors 
consider it advisable to safeguard themselves against 
that possibility. 

The prospects of French banking are very favourable. 
They are likely to resume the external expansion 
interrupted by the depreciation of the franc. While 
during the first few years after the war their external 
expansion assumed a rather aggressive character, at 
present they seek to co-operate with British and 
American banking interests. The legal stabilization of 
the franc will enable the banks to carry out a thorough 
revision of their balance sheets, and to ascertain their 
real position by writing up certain assets and writing 
off certain losses. 


GERMANY 


The German banking year has been comparatively 
uneventful up to now. After the rapid expansion of 


















INTERNATIONAL BANKING 433 


deposits which followed the stabilization of the currency, 
a period of consolidation followed. The growth of deposits 
continued, but on a more moderate scale than during 
the previous three years. The Bourse was comparatively 
inactive, but issuing activity continued unabated. A 
number of issues have been made in the home market, 
while most foreign issues have also passed through the 
hands of German banks. The Reich’s initiative in 
issuing Treasury Bills will undoubtedly contribute to the 
creation of an active discount market in Berlin, which, 
in turn, will benefit the banks. While during 1927 the 
indebtedness of the German banks to foreign banks 
increased to a considerable extent, the tendency did not 
continue during 1928. 

Generally speaking, small provincial banks are not 
having a prosperous time. A number of local institu- 
tions failed, while several provincial banks had to 
reduce their dividends. In the circumstances it is not 
surprising that the tendency towards the amalgamation 
of small banks is making headway. A number of 
provincial banks have increased their capital. 

There was only one important banking amalgamation 
since the beginning of 1928, i.e. that of the Frankfort 
house, Lazard Speyer-Ellissen, with the Berlin firm, 
Schlesinger-Trier & Co. The principal motive of the 
fusion was the desire of the Frankfort house to establish 
itself in Berlin. The relative importance of Berlin as a 
financial centre as compared with Frankfort tends to 
increase, and all leading Frankfort firms are endeavouring 
to secure a foothold in Berlin. 


ITALY 


The year 1927 was not very favourable for Italian 
banking. As a result of deflation and of the stabiliza- 
tion, business conditions were, generally speaking, un- 
favourable, and this was bound to react on banking 
business. In spite of these unfavourable conditions, 
the results of most leading banks were more satisfactory 
than was generally expected. Although some have 
thought it desirable to reduce their dividends, this was 
done merely in pursuance of a conservative policy rather 
than in consequence of an actual decline of net profits. 
In most cases the decline, if any, was comparatively 
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small. The year 1928 has started under much more 
favourable circumstances. | Business conditions have 
generally improved as a result of the gradual adjustment 
of prices, wages, and cost of living to the new level of the 
lira. Although the sharp decline of the rates of interest 
since the legal stabilization of the lira is bound to react 
unfavourably on banking profits, it is hoped that this 
factor will be counteracted by the general revival of 
trade. Several banks have increased their share capital 
so as to bring it in accordance with the increased amount 
of their deposits. The process of amalgamation among 
the small banks which is encouraged by financial circles 
has made further progress. Since the beginning of this 
year there were only a few banking failures reported, 
none of which was of any importance. 

The expansion of Italian banking abroad is making 
further headway. The Banca Commerciale Italiana has 
increased the capital of its New York subsidiary which 
is playing a very active part in transactions between 
Italy and the United States, and is also establishing 
branches in Turkey, Greece, and Morocco. The Banca 
Italo Britannica, which is controlled by the British-Italian 
Banking Corporation, is increasing its share capital, and 
the new shares are taken up by the parent institution. 
As a result the relative strength of British participation 
in the capital of the bank will be further increased. 


BELGIUM 


The year 1928 will be memorable in the history of 
Belgian banking. The many capital increases and amal- 
gamations, symptoms of which were noticeable during 
1927, have assumed unprecedented dimensions since the 
beginning of this year. This is largely attributable to 
the competition between two powerful banking groups, 
namely, the Société Générale de Belgique and the Banque 
de Bruxelles. Both have absorbed a number of other 
banks since the beginning of this year, and have increased 
their capital to a considerable extent. The Banque de 
Bruxelles has established close relations with the Mutuelle 
Solvay group. 

Disinterested financial opinion in Belgium regards 
this competition with growing concern. The dis- 
appearance of a number of sound banks is considered 
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anything but favourable from the point of view of business 
interests. It is feared that, in the long run, the excessive 
growth of two institutions will react unfavourably upon 
the national interest. 


HOLLAND 


Although there has been no great expansion in Dutch 
banking, the present situation is one of remarkable 
stability. The net profits of most banks show compara- 
tively little change against the previous year. The 
German banks operating in Holland show further pro- 
gress, as a result of a change in the attitude of the 
Netherlands Bank and the Bourse. The recovery of 
the Rotterdamsche Bankvereeniging, which got into 
difficulties a few years ago, may now be regarded as 
completed. The prospects of the Dutch banks have been 
adversely affected by the change in the rubber situation, 
as the prosperity of the Netherlands depends to a great 
extent upon the prosperity of the rubber trade, so that 
the slump in the rubber market is likely to result in a 
reduction of banking profits. It will tend to reduce the 
resources available for lending abroad, and, as a result, 
Amsterdam’s position as an international financial centre 


may suffer. 
SWITZERLAND 


The results of Swiss banks for 1927 indicate a 
continuation of the period of prosperity, and may be said 
to upset the theory that the prosperity of Swiss banks 
after the war was due exclusively to the influx of German, 
French, Italian, etc., funds which took refuge in Switzer- 
land. Inthe course of 1924, the bulk of Central European 
funds was repatriated, as a result of the stabilization of 
German, Austrian, and Hungarian currencies. During 
1926 and 1927, French and Italian funds left Switzerland, 
in consequence of the improvement and the stabilization 
of the franc and the lira. In spite of this, Swiss banking 
profits continue to increase. Deposits are larger, and 
conditions in the money market are invariably easy. 

As a result of the general increase of deposits, most 
leading banks have increased their share capital. There 
was no amalgamation or new bank opened during the 
current year, and there was no bank failure worth 
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mentioning. The outlook is generally considered 
favourable, though no spectacular expansion is anticipated. 


AUSTRIA 


The improvement in the Austrian banking situation 
continued during 1928. Although profits for 1927 showed 
a considerable increase against the previous year, neither 
of the leading banks changed its dividend. This con- 
servative policy tends to increase confidence in the banks 
concerned, and in all Austrian banks. It is believed that 
the period of crisis is definitely over; although there were 
a few isolated and insignificant failures due to the 
particular difficulties of the firms involved. 

Future prospects are considered fairly favourable. 
Austrian banks are playing an increasingly important 
part in international banking, through their close associa- 
tion with British, American, and other international 
banks. Although the dream of making Vienna the 
banking centre of the Succession States has not ma- 
terialized, a great part of Rumanian, Yugoslav and Polish 
finance is being transacted through the intermediary 
of the leading Austrian institutions. 


CZECHOSLOVAKIA 


The consolidation of Czechoslovak banking has con- 
tinued during the current year. Several amalgamations 
have taken place among provincial banks, the most 
important being the fusion of four Moravian banks. 
By this means the last traces of the banking crisis which 
followed deflation have been eliminated. The big banks 
are making good progress, as is shown by their figures for 
1927. In almost every case their net profits increased 
considerably as compared with the previous year, and 
several raised their dividends. 

The Anglo-Czechoslovakian Bank, which was recently 
owned by the Anglo-Austrian Bank, is now under Czecho- 
slovak control. The Anglo-International Bank has 
retained a minority participation in its share capital. 

The prospects of Czechoslovak banking are promising, 
as a result of the economic improvement and of the 
establishment of closer relations with foreign centres. 
In this latter respect the gradual elimination of exchange 
control is very helpful. It is to be regretted that although 
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the Czechoslovak currency has been stable for a longer 
period than any other currency in Central Europe, the 
Government has not yet carried out its legal stabilization 
programme, and does not intend to do so in the near 
future. The adoption of a gold standard would tend 
to stimulate financial relations between Czechoslovakia 


and foreign countries. 


HUNGARY 

The effects of the general adjustment of prices, 
wages and profits to the stabilized currency are duly 
shown in the accounts of the leading Hungarian banks. 
Their net profit continues to increase, and the amount 
of their deposits and turnover is also on the upward 
grade. The general expansion has necessitated an 
increase in their capital. Several banks have already 
increased their capital with the participation of British, 
American and other foreign capital, while others intend 
to follow their example in the course of the current year. 
The Government is endeavouring to bring about the 
amalgamation of small banks by means of legislation. 
On the other hand, rumours concerning the amalgamation 
of two leading banks, the Hungarian General Credit 
Bank and the Hungarian Commercial Bank of Pesth, 
which have circulated extensively, seem to be without 
foundation. 

British capital is taking an increasing interest in 
Hungarian banking. A block of Credit Bank shares 
was recently placed in London, and the British Overseas 
Bank has take: a minority participation in the share 
capital of the biitish Hungarian Bank, in which there 
has been no British interest represented since the Marconi 
Company sold its participation. There is every reason 
to expect that the progress of Hungarian banking will 
continue in the course of the current year. Apart from 
domestic business, which continues to expand, Hungarian 
banks are taking an increasing share in transactions with 
Eastern European countries. 


YUGOSLAVIA 
Banking conditions in Yugoslavia have taken a turn 


for the better during the current year. Asa result of the 
general economic depression, the position of most banks 
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was not altogether satisfactory. The banks situated 
in the newly acquired provinces were in a particularly 
unfavourable situation owing to the discriminating policy 
of the National Bank of the Kingdom of Serbes, Croates 
and Slovenes. Part of this policy was to encourage the 
development of Belgrade as the country’s financial 
centre. In pursuance of this policy, the banks of Zagreb 
did not receive adequate consideration and had to depend 
largely upon their connections with Austrian, Hungarian 
and other foreign banks. These banks have realized 
that, in order to dispense with the support of the central 
institution, they have to join forces. For this reason 
several important amalgamations have been arranged 
during the last few months, and other amalgamations 
are expected to take place in the course of the present 
year. The amalgamated banks have secured a participa- 
tion of foreign capital. At present British, American, 
French, Belgian, Swiss, Dutch, German, Austrian, 
Hungarian and Italian capital have participations in 
Yugoslav banking. 

The Government is endeavouring to eliminate the 
weak provincial banks; so the National Bank now 
declines to grant rediscounting facilities to any bank 
whose share capital does not amount to at least 5,000,000 
dinards. 

The prospects of Yugoslav banking will largely depend 
on the success of the Government’s effort to obtain a 
stabilization loan. It is only by means of an influx 
of foreign funds that the scarcity of capital can be 
remedied. The amalgamation of banks and the establish- 
ment of close relations with foreign institutions will 
encourage the influx of capital, but the process is not 
likely to assume large dimensions until the currency has 
been stabilized. 


RUMANIA 


Since the beginning of the current year Rumanian 
banking underwent some important changes. Several 
banks have succeeded in establishing close relations with 
foreign banking interests. It will be remembered that, 
soon after the stabilization of the Austrian and Hun- 
garian exchanges, foreign banking groups took partici- 
pations in the leading banks of these two countries. 
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Now that the leu has been comparatively stable for 
some time, and its legal stabilization is imminent, it is 
Rumania’s turn to establish similar connections with 
foreign banking groups. 

Two leading Rumanian banks have succeeded in 
placing part of their shares with international groups in 
which British banking houses participate. The Banca 
Chrissoveloni increased its share capital and placed the 
greater part of the new shares with an international 
group, including Hambros Bank, the Niederesterreichische 
Escompte-Gesellschaft, the Société Générale de Belgique, 
and W. A. Harriman, of New York. The Banque de 
Crédit Roumain has concluded a similar arrangement 
with a banking group including among others, Mendel- 
ssohn & Co., Berlin, and Kleinwort, Sons & Co., London. 
These connections should prove a valuable channel to 
facilitate the investment of foreign capital in Rumania. 

A number of provincial banks have failed during the 
last few months. In order to strengthen their position, 
many provincial banks have decided to increase their 
capital considerably or to amalgamate. 

The external expansion of Rumanian banks after the 
war was not altogether a success. Two of them, the 
Banca Chrissoveloni and the Banca Marmorosch, Blank 
& Co., established branches in New York. The latter 
closed its branch some years ago, while the former has 
decided recently to follow its example, as the amount of 
business transactions between Rumania and the United 
States does not justify the maintenance of branches. 


BULGARIA 


The most important banking event during the last 
few months was the establishment of the Banque Hypo- 
thécaire Bulgare, with a share capital of 10,000,000 Swiss 
francs. A foreign group, which includes Blair & Co., the 
Chase Securities Corporation, Lazard Brothers & Co., the 
Banca Commerciale Italiana, as well as Swiss and French 
banking interests has acquired 60 per cent. of the share 
capital. The balance has been taken up by Bulgarian 
banking and insurance interests. 

As a-result of the general condition of the leading 
banks, the Banque Balkanique had to reduce its share 
capital. It is hoped that the influx of foreign funds, as a 
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The Equitable Trust Company of New York, 
one of the largest Banks in the United States, 
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result of the coming League of Nations loan, will cause a 
general improvement in the banking situation. 


GREECE 


In consequence of the stabilization of the drachma a 
new bank, the British and French Discount Bank, Limited, 
has been established. This bank is affiliated with the 
Ottoman Bank, and will take over that bank’s two 
branches in Greece. It will also open branches in Athens 
and other Greek centres where the Ottoman Bank has 
not been represented. The Banca Commerciale is also 
making arrangements for the establishment of an affiliated 
branch in Greece. 

Generally speaking, the past banking year was not 
particularly favourable. The net profits of most banks 
declined. This is largely due to the decline of specula- 
tive activity owing to the comparative stability of the 
drachma. It is believed that the influx of foreign 
capital and the repatriation of Greek capital which took 
refuge abroad during the period of fluctuating exchanges 
will result in a revival of banking activity which will 
tend to increase banking profits. 

An important recent development was the reorgani- 
zation of the currency and banking system by the 
establishment of a new central bank, under the name 
of Bank of Greece. The National Bank of Greece will 
continue its activities as a commercial bank. 


SWEDEN 

Banking conditions in Sweden remained stable during 
the current year. Traces of the post-war slump are being 
gradually eliminated. Bad and doubtful debts in the 
balance sheets of the banks have been written off con- 
siderably during the past few years, and the amount of 
new frozen assets is not in excess of normal proportions. 
The net profits of Swedish banks showed an increase as 
against 1926, but the banks pursued a conservative 
dividend policy. 

The Swedish banks continued to take an active part 
in the issue of international loans, placing small portions 
of several European dollar loans issued in New York. 
On several occasions they have undertaken the issue of 
loans for Scandinavian and Baltic borrowers. Part 
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of these loans was usually placed in London and in 
Amsterdam. 
NORWAY 

Although there have been several new bank suspen- 
sions since the beginning of the year, the general condition 
of Norwegian banks shows signs of improvement. Most 
of the banks which failed during the last two years were 
small and insignificant provincial institutions of purely 
local importance. A number of big banks which got into 
difficulties during the post-war slump are still under 
public administration, but the process of disentanglement 
is making headway. In the case of the Andersens og 
Bergens Kreditbank, which was placed under public 
administration in 1923, arrangements have practically 
been completed for the establishment of two new banks, 
the Andersens Bank in Oslo and the Bergens Kreditbank 
in Bergen, to take over the two sections of the bank. 
The Centralbanken for Norge is less fortunate, as negotia- 
tions for its reconstruction have broken down, and the 
bank will have to be wound up. Another leading Nor- 
wegian bank, the Norske Kreditbank, had to reconstruct 
its capital by means of transferring 25 per cent. of its 
reserves. By this transaction the bank has considerably 
fortified its position. Several banks have resumed pay- 
ment of dividends to their shareholders, while most banks 
under public administration are paying a satisfactory 
dividend to their creditors. 


DENMARK 

The outstanding event in Danish banking during the 
current year is the progress towards reconstruction of the 
Danske Landmandsbank. This highly important matter 
has been allowed to drift year after year, and has become a 
handicap to the general consolidation of the Danish 
banking position. It is therefore gratifying that the 
Danish Government and Parliament have at last decided 
to face their liability arising from the Government 
guarantee. The losses of the bank have been found to be 
even greater than was originally expected. According 
to the latest estimates they amount to 172,000,000 
kroner. A bill has been passed for the reconstruction of 
the bank authorizing the Government to raise an external 
loan to cover these losses. A new bank will be established 
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with a share capital of 50,000,000 kroner, and the old 
bank will be liquidated within the next three years. Its 
share capital as well as the reserve of 30,000,000 kroner 
provided by the National Bank will be written off com- 
pletely. For the time being, the Government will take 
over the whole share capital of the new bank, but will 
gradually place the shares with private holders when 
conditions are suitable for the transaction. The Govern- 
ment will also provide a reserve of 34,000,000 kroner, 
which will, however, be redeemed out of the annual 
profits of the bank. 

Generally speaking, the banking year in Denmark was 
not altogether satisfactory. Net profits of many banks 
showed considerable decline as compared with 1926. It 
is hoped, however, that as a result of the reconstruction 
of the Danske Landmandsbank there will be a general 
improvement in the economic and financial situation 
which will, of course, tend to increase banking activity. 





FINLAND 

Finnish banking is experiencing a quietly prosperous 
period. The increase of deposits continued, and the net 
earnings were higher than in the previous year. Most 
banks were able to increase their dividend by 1 to 2 per 
cent. There were several capital increases recently, but 
the process of amalgamation seems to have been con- 
cluded for the time being. Promoting business is also at 
a standstill. The prospects of Finnish banks may be 
considered fairly promising. Most banks have gradually 
overcome their difficulties and have consolidated their 
position. With the aid of foreign connections they are 
able to act as intermediaries between foreign banks and 
Finnish industries. 


ESTONIA 


As a result of the legal stabilization of the currency 
the activities of Estonian joint-stock banks have increased 
considerably. As the Bank of Estonia is not now allowed 
to pay interest on its deposits or to carry on commercial 
banking business, this restriction tends to benefit the 
joint-stock banks. The amalgamation movement con- 
tinues, the latest being the absorption of the Pohja Bank 
by the Tallin Credit Bank. The balance sheets of 
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joint-stock banks show continuous expansion and an 
increase in the amount of their foreign credits obtain. 


LATVIA 


Although the leading banks have further consolidated 
their position in the current year, Latvia has not yet got 
over its banking difficulties. A number of small banks 
and credit societies recently got into difficulties. In 
many cases the circumstances of their suspension were 
scandalous and call for criminal investigation. The 
report of the special committee appointed by the Latvian 
Economic Council stated that the minimum capital of 
banks should be fixed at 1,500,000 lats. This recom- 
mendation may induce small banks to liquidate or 
amalgamate. British interests recently participated in 
the capital of the Riga International Bank, in which 
German and American banks are also shareholders. 


LITHUANIA 


Banking conditions in Lithuania show a slow but 
steady change for the better. Although the scarcity of 
capital still handicaps trade and production, an improve- 
ment in this respect is gradually becoming noticeable. 
Foreign capitalists seem more willing to invest in 
Lithuania owing to the improvement of its political 
relations with Poland. 

DANZIG 


Although the general situation in Danzig leaves 
much to be desired, bank results in 1927 were slightly 
more favourable than for the previous year. As the 
number of small banks is so excessive large scale amalga- 
mations would be welcomed. Several banks intended to 
raise their share capital, but had to abstain from carrying 
out their scheme owing to the heavy tax on new share 
issues. 

POLAND 


The banking situation has improved greatly since the 
legal stabilization of the zloty. The reconstruction of 
deposits destroyed by inflation and by the crisis of 1925 
is making rapid progress. In order to adjust their 
resources to the amount of their deposits, practically 
every Polish bank has raised its capital on one or several 
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BANCA FRANCO-ROMANA 


Bucharest 


HE Banca Franco-Romana was established in June 1914 (Moniteur Officiel 

No. 64). The Head office is situated in Strada Bursei, 5 Bucharest. 

The capital of the bank, which was 4 millions at its formation, was increased 
to 25 millions as the result of a participation of 25 per cent. by the Crédit Frangais 
of Paris, then to 50 millions in 1921, to 80 millions in 1926, and finally to 120 
millions fully paid up in the second half-year of 1927, and can be increased 
to 250,000,000 lei. 

In 1926 the Banca Franco-Romana decided to repurchase through a syndicate 
all the holdings of the Crédit Frangais of Paris, and in this way became a purely 
Rumanian Institution. 

Although the bank passed through all the vicissitudes of the tragic years, its 
general progress can be seen : 

1. In the increase of its reserves : 11,272 in 1926 compared with 24,800,000 

in December 1927. 

2. In the increase of its divers credits accounts : 5,733,347 in 1926, compared 

with 797,970,791 in the balance sheet of December 1927. 

3. In its rediscounts with the National Bank of Rumania :-42,800,00 in 1922, 

as against 144,619,046 in the balance sheet of December 1927. 

4. In the increase of its profits which were 14,060,626 on December 31, 1926, 

and are now of 22,067,700 at the end of 1927. 

With its important network of forty branches and agencies situated in the 
richest parts of the kingdom, and operating in the three great domains of pro- 
duction—agriculture, industry, and oil—the bank is in a position to give great 
facilities to all its correspondents and friends. 

The Banca Franco-Romana has always followed a sound financial programme, 
and its high position has been reached with such rapidity and security which 
now places it among the great credit institutions of Rumania. 


BALANCE SHEET. Mapber up oN DECEMBER 31, 1927 

















LIABILITIES ASSETS 
Lei B £ Lei B £ 
Capital fully paid 120,000,000 — 150,000 0 O Cash on hand | 
and in banks 124,339,013 | 40 155,423 15 7 
Reserve fund .. 18,394,229 | 17 22,992 15 9 } 
Bills discounted 409,681,921 | 31 512,102 7 11 
Relief fund for 
the staff ae 6,567,515 | 30 8,209 7 11 Advances, loans,| 
ete. 508,401,917 | 92 635,502 7 11 
Deposits, current 
account, etc. 937,820,133 | 33 | 1,172,275 3 4 Buildings oe 67,196,428 | 98 83,995 10 8 
Interest reported 4,769,703 | 74 5,962 2 7 ir \ 
Profit and loss 22,067,700 | 07 | 27,584.12 6 \ 
1,109,619,281 | 61 | 1,387,024 2 I 1,109,619,281 | 61 | 1,387,024 2 1 
Chairman : N. Racotta. General Manager : I. D, PROTOPOPESCO. 
Every kind of Banking and Stock Exchange business transacted. 
45 Branches and Agencies Officers and Staff 424 Persons. 
in the Kingdom. Buildings (Head Office and branches) 19. 


(Advt.) 
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occasions during the last twelve months. In many cases 
foreign banking interests participated in the issue of 
new shares. Confidence in Polish banks is increasing 
both at home and abroad. While during the first few 
years of the existence of the Polish Republic trade 
depended largely upon the Government controlled banks 
for its credit supply, during the last year or so the pro- 
portion has changed considerably in favour of the joint- 
stock banks. The influx of foreign capital must also 
tend to increase banking business, while the gradual 
removal of exchange control has also a beneficial effect 
upon profits. 
PORTUGAL 

There has been no noteworthy change in the banking 
situation in Portugal since the beginning of the current 
year. Apart from an amalgamation no important bank 
event has been recorded. The progress of Portuguese 
banks will depend largely upon the Government’s efforts 
to obtain a stabilization loan. 


ARGENTINA 


Argentine banks do not seem to have benefited to 
a full extent by the recent wave of prosperity. It is 
hoped, however, that the general trade boom will produce 
its full effect upon banking profits in the course of the 
current year. Several new foreign bank branches have 
been opened recently in the interior. The banking house, 
Ernesto Tornquist Limitada, is increasing its share 
capital, while the Banco de la Nacién and the Banco de la 
Provincia de Buenos Aires show further progress. 

The scandal of the Banco Comercial del Azul assumed 
unexpected dimensions. There were also other banking 
difficulties. Generally speaking, however, the banking 
situation is fundamentally sound, and the prospects of 
banks may be regarded as excellent. 


BRAZIL 


While foreign banks operating in Brazil are making 
satisfactory progress, there is a rapid expansion of 
national banking. A number of small banking firms have 
been created, especially in the interior, and several 
national banks have increased their capital. This 
expansion does not tend to interfere with the business 
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activities of foreign banks, as most of the small banks 
concentrate their business in the hinterland where foreign 
branches do not penetrate. 
CHILE 

Foreign banks operating in Chile have been subject 
to a series of irksome regulations, which tend to increase. 
The latest move of the Government in this direction is a 
decree authorizing the Central,Bank to fix the deposit rates 
to be allowed by other banks. Apart from this irritating 
factor, the banking situation is generally satisfactory. 
The improvement in the nitrate position could not fail to 
produce a good effect upon banking results. 


MEXICO 


In spite of political and financial difficulties the 
banking situation in Mexico has been tolerably stable 
during the last few months. The Government’s restric- 
tions upon exchange operations handicap banking activity, 
and the liquidation of banks which suspended payments is 
making very slow progress. Prospects are far from favour- 
able, but it is hoped that political conditions may effect 
some improvement. 

JAPAN 

The reconstruction of Japanese banks has made an 
unexpected rapid progress during the last few months. 
Although most emergency measures have been removed, 
the position of the banks is not affected. Most banks 
which suspended payments a year ago have reopened, and 
the amalgamation movement is making rapid headway. 
Confidence has been gradually restored, although part of 
the public still prefer to concentrate their deposits with 
the leading banks whose position remained stable even 
during the crisis. 

CHINA 

Notwithstanding the civil war a large number of new 
native banks have been established in every part of 
China. At the same time, however, many of the existing 
banks have suspended payments, mainly on account of 
arbitrary proceedings of the authorities. Both the 
Northern and Southern Governments have introduced a 
system of supervision of banks so as to protect the 
interests of depositors. 

















WM. NICHOLSON & SON 
(LEEDS) LTD. 


MASTER BUILDERS 


have been entrusted with the work on_ nearly 
409 branches of the Midland Bank in various parts of 


Great Britain, and are now executing for the 


NEW HEAD OFFICE BUILDING 


of the 


MIDLAND BANK 
Poultry, London, E.C.2 


all the figured walnut joinery, including counter and 

screens with entrance lobby and doors, the framing 

of the Managers’ Rooms and in the Banking Hall, 

the walnut panelling and carving in the 70 ft. long 

Board Room, and the joinery for the Board Room 
lobby and corridors, etc. 


~é 


Some of the reinforced concrete floors for the above 
are being constructed by our associated company, the 
“Excellence” Reinforced Concrete Co., Ltd., as 
well as the concrete work on the Strong-rooms. 


‘€ 
WM. NICHOLSON & SON (LEEDS) LTD. 
Registered Office— London Office— 
PROSPECT SAW MILLS, 2 & 3 WARWICK LANE, 
SHEAF STREET, LEEDS. E.C.4, 


ates a Sam hae FO METUCTUCME FOCI TUR TU IUCR IE UIUC IC IVE TU CTU [CRE IU TUE IU CIUE BC UCC RE UIUK UII UC IUCR OU UCI UI IE 8 FUE US 

























4.56 THE BANKER 





Spain's Financial Recovery 
By José Calvo Sotelo 


(Minister of Finance) 


three or four great problems which inevitably brought 

about the Dictatorship. The desire of the nation to 
recover its former strength brought about the change of 
Government, and is the chief support of the regime 
which proved to the world the political integrity of the 
Spanish nation. 

The disorders of the national finance after the re- 
organization carried out in 1900 by Mr. Villaverde were 
due before everything else to bad management. The 
instability of the Governments, the lack of prestige of the 
various authorities, and the almost exclusive attention 
paid to mere political questions, were bound to react upon 
the condition of the Treasury. Thus, the campaign in 
Morocco, which in other circumstances could have been 
financed without any great difficulty, caused a disturbance 
which was evidently out of all proportion to the magnitude 
of the campaign. In like manner, the State was in- 
capable of maintaining order (a fundamental condition 
of all financial prosperity) when opposed by a handful 
of syndicalists, and was also powerless to impose a tax 
on excessive war profits—a tax supported by the most 
elementary principles of justice. 

The European War had a disturbing influence upon our 
finances. It is difficult to understand how some people 
maintain that our budgets and financial organizations 
need not have been affected by the European War owing 
to the mere fact that Spain was not one of the combatants. 
It was impossible for us to escape its world-wide effects, 
such as the general rise in prices, the monetary inflation, 
the crisis in the foreign exchanges, the irregularity of the 
industrial expansion, and the dislocation of markets. 
The fact remains that the losses in our case were much 
less than for other countries, not only on account of 
the solid agricultural basis of our finances, but also 
because the State was not obliged to incur large debts, 


| Spain, the problem of public finance was one of the 
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Owing to this fact, two undertakings most essential for 
the upkeep of the public Treasury, namely, the con- 
solidation and co-ordination of the public debt and the 
balancing of the Budget on a solid basis, were achieved 
without recourse to any heroic measutes. We were 
even enabled to embark upon a vast plan of public works: 
and the reorganization and re-equipment of State services. 

At the beginning of last year the Government, assisted 
by the unconditional confidence of the investing public, 
consolidated in a few days the total floating debt of the 
Treasury (5,225 million pesetas), which included the 
accumulation of all previous Budget deficits. This 
consolidation was brought about under such favourable 
conditions that we succeeded in obtaining—a most 
extraordinary thing—a reduction in the interest (from 
5°25 to 5°13) in addition to the transformation of 
short-term debt into long-term debt. 

The crowning point of this operation was the recent 
conversion of 3,407 million pesetas of the perpetual debt 
into 3 and 4 per cent. redeemable bonds. The Spanish 
debt with its irregular dates of redemption constituted a 
grave hindrance to the nation’s financial progress. 

Little progress would have been made by the con- 
solidation of the Treasury’s debt if provision had not 
been made so that the dis-equilibrium of the Budget 
should not in future produce the same evils which had 
only just been remedied. From the very outset the 
present Government set about preparing a complete 
plan of taxation reform whereby the Treasury revenue 
might be increased and the weight of taxation be more 
equally distributed. Since the plan of reform embraces 
a radical transformation which requires time, they 
began to revise in part the existing taxes, guided always 
by the basis of the intended reform, namely, a more 
equal division of the present burden of taxation by 
lightening the taxation on revenue derived from labour, 
and increasing the death duties, etc. They desired 
greater collaboration upon the part of the taxpayer, and 
showed their desire to assist industry by adopting the 
sales book as the basis of the industrial tax, and re- 
organizing the inspection services. They introduced 
more rigorous penalties against fraud and false returns, 
and provided for personal punishment in cases of fraud 
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on the revenue. These reforms and economy in public 
expenditure—an economy to which the happy ending of 
the war in Morocco contributed in no small manner— 
have brought about the desired result. The Budget 
for 1927, which was at first expected to show a deficit 
of 66 million pesetas, closed according to the provisional 
accounts, which were available last April, with a surplus 
of 114 millions, and the Budget for the present year 
will probably show a slight surplus. 

That the increase in the Treasury receipts is not out 
of proportion to the taxable capacity of the country is 
proved by the constantly increasing values registered, 
which during the first four months of the present year 
exceeded 100,000,000 pesetas, the progressive increase of 
the National Savings, the easy trend in the money market, 
and the development of foreign trade. There is no doubt 
that the National Exchequer could have borne, without 
any excessive strain, the extra expense represented by the 
plan of public works and of reconstruction, and which 
has been calculated at 3,539 million pesetas, spread over 
ten years. It would have been unjust and not in con- 
formity with fiscal procedure to defray exceptionally 
heavy capital charges out of current revenue. We have 
therefore preferred to finance such public works by means 
of a loan, the burden of which, however, will be compen- 
sated by the fact that during the period of its amortization 
other previous debts of an approximately equal value 
will be completely extinguished. 


The Economic Situation in 


Spanish Morocco 
By General Count de Jordana 


(Director-General for Morocco) 


Te happy termination of the military campaign 
in Morocco, which was crowned by the complete 
submission of the rebel chiefs, has enabled Spain 

to examine carefully the financial problems of the 
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Banco Urquijo Catalan, 
Barcelona, Spain 


Te: Banco Urquijo Catalan, Barcelona, affiliated with the 
Banco Urquijo, Madrid, was established in the Catalonia 
district on May 22, 1919, with a nominal capital of 
Ptas. 25,000,000—in 50,000 shares of Ptas. 500 each, 24,750 having 
been issued and their value, Ptas. 12,375,000, fully paid. 

The Chairman of the Board of Directors is the Marquis de Urquijo 
(who is also Chairman of the Banco Urquijo, Madrid), the other 
Directors being: Don Damian Mateu y Biza (Chairman of the 
“Hispano Suiza,”’ automobile manufacturers, who has also consid- 
erable interests in other big industrial concerns) ; Don Luis A. Sedo 
(ex-President of the Chamber of Industry, in Barcelona, ex-Governor 
of the Bank of Spain, in Madrid) ; Don Valentin Ruiz Senen (Director 
and Manager of La Union Electrica Madrilena, Chairman of the 
Sociedad Madrilena de Tranvias and Director of many other 
Spanish concerns) ; Don Santiago Trias (representing in Spain the 
International Federation of Cotton Spinners, Treasurer of the 
International Exhibition and Director to the Bank of Spain, in 
Barcelona) ; Don Ignacio Coll (Chairman of the Sociedad General 
de Aguas de Barcelona, of Electricidad and Gas Lebon). The 
Management is entrusted to Don Felix Escalas (Doctor in Law, 
Member of the Chamber of Commerce and Navigation in Barcelona 
and of the Comite Central de la Banca Espanola) and to Don Pablo 
Lugagne (Chevalier de la Légion d’Honneur). 

The Banco Urquijo Catalan has established Agencies in Gerona, 
Mataro, Reus and Villanueva y Geltru, and Delegations in Banolas, 
Calella, La Bisbal, Palamos and Sitjes. The Agencies at Mataro 
and Reus, as well as the Delegation at Palamos, are in central districts 
doing a large trade with the United Kingdom in their staple 
industries (fresh fruits, wine, almonds and Barcelona nuts, corks, 
etc.). The Bank maintains friendly and extensive business relations 
with big banking enterprises all over the world and particularly 
with British banks such as Barclays Bank, the Midland Bank, 
Hambros Bank, etc. 

In the Clearing House of Barcelona the Banco Urquijo 
Catalan has attained the first place. In 1927 its turnover was 
Ptas. 3,312,989,584.73. The total turnover of the Banco Urquijo 
Catalan during last year was Ptas. 12,989,615,033.98. 

It has paid since the date of establishment Ptas. 35 per share, 
equal to 7 per cent. 

The principal balance sheet items in 1919 and 1927 are as 
follows : 


= . — Current 

— discounts Securities serve 
Years Premises Discounts ecurities Reserve Accounts 
a f asa 


1919 | 3,772,551 59 115,628 | 10 | 4,361,135 | 25 _ — | 15,225,175 | 54 1,267,875 | — 
1927 | 27,686,509 | 20 | 22,587,097 | 08 24,632,193 | 60 802,529 61 | 81,138,598 | 41 | 178,266 860 





(Adot.) 
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Protectorate and to prepare a programme for the develop- 
ment of the natural resources contained within the 23,000 
square kilometres which, under the name of Spanish 
Morocco, extend from the extreme north of the African 
Continent from the mouth of the Lucus in the Atlantic 
to the Muluya river in the Mediterranean. The public 
works estimates for the financial year of 1928 already 
indicate a well-defined policy, and, incidentally, show an 
increase in the revenue of 2,500,000 pesetas. In the dis- 
tribution of the revenue special allotments are made to 
services connected with agriculture in order to encourage 
small farming enterprises and forestry. 

An educational programme has been approved which 
provides for a considerable extension of technical schools. 
New workshops have been built for ceramic, textile, and 
other industries which have always flourished in Morocco. 
The sanitary services have been thoroughly reorganized, 
new hospitals have been founded, and first-rate modern 
laboratories have been established in Tetuan. 

Certain banking institutions have spontaneously 
agreed to cover the loan of 82 million pesetas for public 
works which, with the guarantee of the Treasury of 
Spanish Morocco, is shortly to be issued. This gesture 
of confidence shows the new attitude of Spaniards to 
Morocco, and is a tribute to the sound economic policy 
of the Protectorate. 

It is difficult to overstate the paramount financial 
and social importance of the great new road Ceuta-— 
Tetuan—Xauen-Targuist—Melilla, which will be a central 
commercial and strategical highway connecting the chief 
centres of production with the ports. This road will be 
financed from the proceeds of the new loan, which will 
also be used to finance the scheme for utilizing the waters 
of the Muluya river and the reclamation of certain of the 
marshy zones. The French authorities will participate 
in the Muluya river scheme, and expert authorities on 
irrigation and engineers are working out a programme. 

A part of the loan will also be applied to the reclama- 
tion of the swamps. It is hoped that the valleys of Rio 
Martin, Smir, of the Negro and of the Lucus, all of them 
situated in the Yebala region, which today are uncul- 
tivated and uninhabitable, can be colonized, to the great 
political and economic advantage of Morocco. 











Industrial Credit Bank 
Madrid, Spain 


N order to meet the difficulties created by the 
post-war period, the Trade Protection Bill of 
March 2, 1917, was promulgated. Under its 

provisions a bank was founded to grant loans to 
industries. ‘The State takes up 80 per cent. and 
the bank 20 per cent. of such loans, and the bank 
is named BANCO DE CREDITO INDUSTRIAL, 
and has a capital of Pts. 37,500,000. ‘The Spanish 
Treasury created bonds to an amount of 
150,000,000, called “ National Industries Treasury 
Aid Bonds,” and the capital thus raised may be 
applied to grant loans to new, growing, and export 
industries up to the amount of Pts. 187,500,000. 
Later measures introduced by the Spanish Govern- 
ment have widened the scope of the bank’s 
functions so that it can now finance the purchase 
of raw materials, consolidate industrial debts 
operations on warrants and stocks, give aid to 
shipbuilding and navigation, and support overseas 
trade transactions and international exhibitions. 


The bank has been of very real help to industry. 
Since its foundation it has granted loans amounting 
to 79 millions Pts., the amount now on loan being 
Pts. 55,000,000. Of this amount 30,000,000 is 
lent to develop new and growing industries and 
to extend export industries. 25,000,000 Pts. have 
been advanced for other purposes. 

The principal banks and industries of the 
country contributed to the capital of the bank, 
and the Bank Council is composed of eminent 
business men. The Marqués de Urquijo is the 
president. A board of Government delegates 
represents the State. 

The offices of the bank are situated in No. 16, 


Calle de Alcala, Madrid. 
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The Future of the Peseta 


By Don Carlos Vergara y Cailleaux 


(Governor of the Bank of Spain) 


CCORDING to the strict rules of logic, the value 
A of the peseta must continue to increase in the 
near future. It is hardly necessary to describe the 
solid foundation upon which the present value is based. 
The gold reserve in the Bank of Spain represents more 
than 61 per cent. of the notes in circulation, whilst the 
percentage, which today is considered normal in many 
gold standard countries (Germany, Belgium, Italy and 
England, etc.), is only 40, or even less. The remainder 
of the securities, including those covering sight liabilities, 
are composed of liquid assets. The Treasury has no 
floating debt in the shape of advances from the bank, and 
the floating debt which the State had contracted outside 
the bank was entirely consolidated at the beginning 
of last year. The State, moreover, has hastened the 
extinction of its consolidated debt by increasing the 
sinking fund beyond the figure fixed by the loan contract ; 
and it has, finally, balanced its budget on stable founda- 
tions. There is no reason, therefore, for any uneasiness 
on this point, which was responsible for inflation in 
other European countries. 

The downward tendency of the wholesale price level 
was maintained since 1926, as is shown by the latest 
statistics. The monetary requirements of the market 
have been more or less provided for, and there is a margin 
of available funds for the development of industry and 
commerce which we hope will occur during the next few 
years. As regards our balance of payments, its most 
conspicuous element, which is the visible trade balance, 
continues to improve. The import surplus, which in 
1924 was 1,413 million pesetas, fell to 1,156 millions in 
1924, 665 in 1925 and 548 in 1926, and will probably 
further decline in 1927. The Government’s policy of 
constructing a complete transport system, and its 
irrigation scheme, together with a policy of actively 
protecting industries, and the stimulus given to exports, 
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must succeed at no distant date in increasing Spanish 
production, thereby removing that deficit. On the other 
hand, the balance of invisible exports and imports will 
be more favourable in the future. This is due to the 
practically complete absence of foreign public debt, to 
the increasing extent to which Spanish capital partici- 
pates in the development of our industries, and to the 
revenue from the investment of Spanish capital abroad, 
which is increasing steadily. 

Under such conditions, it is obvious that any retro- 
grade tendency in the value of the peseta cannot be 
considered as anything else but a momentary phenomenon 
or an artificial movement of a speculative nature. The 
monetary policy to be followed was indicated on several 
occasions by the Minister of Finance, when he declared 
that he would oppose, with all the means at his disposal, 
any unjustifiable depreciation of the peseta, a policy 
which, in addition to serving public interests, is likely to 
be a profitable one. As regards a movement in the 
upward direction, the Minister of Finance was less 
explicit, and it cannot be expected that I should be more 
so. The Finance Minister limited himself to declaring 
that he was not opposed to a revalorization of our 
currency, but that it was not convenient to hasten 
such a revalorization more than the natural movement 
of the national economy would permit. 

Without doubt, the gold standard, in its modified 
form, is an excellent system, inasmuch as it facilitates 
the stability of prices and international financial relations. 
It is not as indispensable as far as we are concerned— 
with our relatively small foreign trade—as it is for 
a highly commercial and international financial centre 
such as England, or for other nations who have ex- 
perienced a painful period of crisis and a prolonged 
instability of their exchange. Undoubtedly, the attain- 
ment of the theoretical parity of the peseta is the ideal 
solution, but it would necessitate heavy sacrifices. We 
must not forget that for many years we have abandoned 
parity, and are not, like other nations, obliged to recover 
any pre-war level. 





Mr. R. D. Holt has been appointed a director of 
Martins Bank Limited. 
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BANCO HISPANO AMERICANO 


Head Offices: MADRID. 


102 BRANCHES IN THE PENINSULA, THE BALEARIC, AND 
CANARY ISLANDS. 





Go 
Capital . - . - - Ptas. 100.000.000,00 
Reserves - “ - - - si 29.000.000,00 
Total of Balance Sheet on March 31, 1928 » 3.400.883.752,38 
o oO 


THE BANK TRANSACTS, WITH THE AID OF ITS EXTENSIVE 
FACILITIES, EVERY KIND OF BANKING BUSINESS, 
ESPECIALLY THOSE TENDING TO IMPROVE THE COM- 
MERCIAL RELATIONS BETWEEN SPAIN AND THE AMERICAN 
REPUBLICS. 
o a 
THE BANK REPRESENTS THE PRINCIPAL BANKS IN THE 
WORLD FOR THE PAYMENT OF THEIR CIRCULAR LETTERS 
OF CREDIT AND TRAVELLERS’ CHEQUES. 


BANCO HIPOTECARIG DE ESPANA 


Paseo de Recoletos, 12.—Madprid 


Mortgage loans for periods from 5 to 50 
years. 


Short-term Mortgage loans for building 
purposes. 


Mortgage Bonds issued based on long: 
term loans. 


Advances on Mortgage Bonds and on 
Government Securities. 


Current Accounts. 
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Spain’s Economic Situation and 


Banking Organization 
By the Marquis de Urquijo 


(President of the Banco Urquijo) 


financial situation which Spain enjoys at the present 

moment, it is necessary to go back to the tragic days 
of the World War and remember the part that this country 
played in remaining neutral, which was due to the ability 
of a great statesman, now dead. Spain was a storehouse 
or reserve of agricultural and manufactured products of 
which the allied countries principally took advantage. 
Under the leadership of H.M. King Alfonso XIII, Spain 
played a notable part in assuaging the miseries ‘due to 
the war. 

Her neutral position naturally permitted not only a 
continuous development of the country’s resources, but 
also enabled her to accumulate great wealth through 
the sale of her products to the belligerent nations. 
This period of great prosperity enabled her to modernize 
farming methods by the introduction of huge quantities 
of agricultural machinery of the latest type, and to 
expand and improve existing industries and to create 
new ones. 

At the same time the Spanish banks, and particularly 
the Banco Urquijo, made considerable loans to several 
nations, including the United States, England and 
France, mainly to facilitate the purchase of Spanish 
products. 

Two important factors existed, however, which had 
a great influence upon our economic life, and hampered 
the expansion which the abundance of money would 
naturally stimulate. These factors were the industrial 
unrest and the unfavourable situation of the Government 
finances. The industrial struggles had become more 
intense after the World War in Spain as in Italy and 
several other countries, and after a time the position 
became highly dangerous. Not unnaturally, this situation 


|: order to understand the flourishing economic and 
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SOCIETE GENERALE 


POUR FAVORISER LE DEVELOPPEMENT DU 
COMMERCE ET DE L'INDUSTRIE EN FRANCE. 


ESTABLISHED 1864. 
Subscribed Capital - - - - Frs. 500,000,000 
- Frs. 250,000,000 
Reserve Funds - : - - Frs. 105,975,918 
Deposits as at 31st Dec., 1927 - Frs. 9,865,009,481 


Paid-up Capital - - - 


Head Office: 29 BOULEVARD HAUSSMANN, PARIS. 
London Office: 105 OLD BROAD STREET, E.C.2. 
West-End Branch: 65 REGENT STREET, W.1. 


100 BRANCHES IN PARIS AND SUBURBS. 
1260 BRANCHES AND SUB-OFFICES IN FRANCE AND 
NORTH AFRICA. 


AFFILIATED BANKS: 


Société Générale de Banque pour |’Etranger et les Colonies 
(Barcelona—Valencia). 


Société Francaise de Banque et de Dépéts 
(Brussels, Antwerp, Charleroi, Ostend). 


Banque Frangaise de Syrie 
(Beyrouth, Damascus, Aleppo). 


CORRESPONDENTS IN ALSACE-LORRAINE: 


Société Générale Alsacienne de Banque 
(27 Branches in France, Luxemburg and Germany). 





Correspondents in all parts of the World. 
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produceda deterrent effect upon investors and retarded the 
expansion of industry. On the other hand, the campaign 
which respect for treaties and the national dignity obliged 
us to conduct in Morocco, almost uninterruptedly since 
1909, imposed on the nation a constant sacrifice in money 

—apart from the great sacrifice in men—and obliged 
the Government to resort frequently to the public credit. 
Short-term notes were issued upon such favourable 
terms that they attracted large sums of capital; especially 
savings, thereby depriving industry of its natural support, 
and imposing upon the Government obligations which 
could not but unbalance its finances. 

Such unfavourable circumstances disappeared finally 
after the coup d’état of September 13, 1923. The system 
of government then initiated, and which with substantial 
modifications in form and conduct still continues, ener- 
getically re-established the social order, which continues 
stable, and successfully ended the war in Morocco. 

With peace assured at home and established abroad 
upon honourable terms, all the economic reserves accumu- 
lated during years of intense and efficient work were 
available for the great industrial developments long 
awaited and long deferred. We are now experiencing 
the result of these developments, and the country’s 
position grows stronger every day. 

As is natural, such a state of prosperity must be 
reflected directly in the banking situation. 

Spanish banking organization does not differ in 
anything essential from that of other countries, nor of 
that established in the United States, as I have obse rved 
from personal investigation. Only one bank of issue 
exists, namely, the Bank of Spain, which performs the 
services of a public Treasury for account of the State, 
in the same way as the Bank of France, the Bank of 
England and so many others. 

A Supreme Banking Council exists, through which the 
Government, assisted by representatives of the private 
banks, intervenes discreetly in order to harmonize and 
direct the public policy of the banks, but leaving them 
complete autonomy in the management of their affairs. 
Its essential function is to lay down general rules to 
safeguard deposits and to prevent irregularities in 
management. This is the only official supervision 














CREDIT LYONNAIS 


Subscribed and Paid-up Capital Frs. 255,000,000 
Reserve Fund - - - Frs. 227,000,000 


Head Office: LYONS ~- Palais du Commerce 
Central Office: PARIS - 19 Boulevard des Italiens 


London Office: 40 Lombard Street, E.C.3 
West End Branch: 25-27 Charles Street, Haymarket, $.W.1 


950 BRANCHES AND OFFICES IN FRANCE AND EUROPE 
CORRESPONDENTS IN ALL PARTS OF THE WORLD 


BRANCHES in SPAIN: 
MADRID, BARCELONA, SEVILLA 
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Correspondents in Portugal: Credit Franco-Portugais, Lisbon, Oporto 


BANCO DE VIZCAYA Sir: Siem 


GRAN VIA, 1. - - BILBAO Pias. 1,803,870,741,63 


Agencies at SAN FRANCISCO, 36 PORTAL DE ZAMUDIO, 4 Y DEUSTO (RIBERA), 59 


BRANCHES : MADRID (Nicolas M.@ Rivero, 8 y 10), BARCELONA (Paseo de 
Gracia 8 y 10), VALENCIA (Bajada de S. Francisco, 5), SAN SEBASTIAN (Avenida 
de la Libertad, 10), VITORIA (Prolongacion de la calle de San Prudencio), TARRA- 
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Urdiales, Denia, Desierto-Erandio, Durango, Eibar, Elizondo, Gandia, Guernica, 
Haro, Irtin, Lequeitio, Liria, Marquina, Martorell Medina de Pomar, Miranda de 
Ebro, Nules, Ondarroa, Portugalete, S. Felii de Llobregat, San Julian de Musques, 
San Miguel de Basauri (Dos Caminos), Sagunto, Santo Domingo de la Calzada, 
Sestao, Sueca, Tolosa, Utiel, Valmaseda, Vendrell y Villanueva y Geitru. 
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Current Accounts: Deposits: 
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exercised by the State over the banks, which, as I 
have already said, operate with absolute liberty. 

In the principal cities there are also clearing houses, 
organized in much the same way as the English ones; 
the total clearings in 1927 in Madrid alone amounted to 
54,493,802,778.14 pesetas. According to the latest statis- 
tics, there are in Spain, without counting the Bank of 
Spain, ninety-three banks with an authorized capital 
of 1,434,837,200 pesetas, and an issued capital of 
762,009,030 pesetas, having an extensive system of 
branches and agencies which reach to every corner of the 
kingdom. The conditions in which they work and the 
sphere of their activities are not different from those in 
all the countries of the world. In one respect Spanish 
banking differs from British banking—owing to the heavy 
tax upon cheques that most useful of credit instruments 
is severely restricted in Spain. The volume of business 
done by our banks may be judged by the issues made 
during the last five years. 


Issued by 
Total the Treasury Industrial 
Year. issued. and Per Issues. Per 
Pesetas. Official cent. Pesetas. cent. 
Corporations. 
1923 -- 1,394,716,500 1I,014,150,000 72°7 380,266,500 27°2 
1924 .. 1,141,647,500 743,935,000 66°'0 307,712,500 34°0 
1925 .. 1,619,920,200 663,662,000 40°9 950,258,200 591 
1926 .. 1,350,666,410 907,026,500 67°I 443,639,910 32°9 
1927 .. 932,993,500 369,126,500 39°9 563,867,000 60°1 


The industrial issues made in 1927 are distributed 
according to industries as follows :— 


Industrial Issues in 1927. Pesetas. 
Railroads Ns a i .. 228,116,000 
Electric power a oa .. 184,116,500 
Metallurgy ‘a ‘ wid .. 56,700,000 
Mining .. ase i a .. 15,725,000 
Cements and constructions .. -» 15,337,500 
Banking S4 - ‘<a .. 10,085,500 
Water supply .. ia e - 4,000,000 
Sugar... al “ia id Tr 2,158,000 
Others .. y oa ii -. 47,628,500 


The first table shows the reduction in official issues. 
This is due to the healthy recovery of the Government’s 
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THE COMPANIA 
TRASATLANTICA 


HE Compafiia Trasatlantica was organized in 1881 as 
a successor of the Casa Antonio Lopez y Compaiiia, a 
shipping enterprise founded in 1856, and has, therefore, 

been in the shipping business for over seventy years. 

In the year 1861 the Spanish Government com- 
missioned the Casa A. Lépez y Compaiiia to take charge of 
the regular services of marine and postal communications to 
the Colonies which Spain then possessed in the West Indies. 

Its successor, the Compafiia Trasatlantica, took charge 
of these services, extending them to the former Spanish 
possessions of the Philippines, and has continued them since 
that distant date. 

During the wars that resulted in the separation of the 
old Spanish Colonies, the Compania Trasatlantica was the 
only shipping concern charged with the transportation of 
troops and material, having then transported 250,000 
soldiers and their equipment to those far distant Colonies. 

The repatriation of these troops was also effected in a 
few months by the Compaifiia Trasatlantica with forty-eight 
ships. In a single month more than 25,000 men were 
repatriated by sea; a remarkable effort, considering the 
characteristics of the ships of that time and the resources of 
a single firm. This achievement greatly impressed the 
British. Admiralty. 

The Compania Trasatlantica has at the present moment 
a capital of 47,000,000 pesetas, and a fleet of twenty-one 
ships, with a registered tonnage of 129,531 tons. 

The Compafiia Trasatlantica has regular lines running 
from the North of Spain to Cuba and Mexico, from the 
Mediterranean to Brasil and Argentine, Cuba and New 
York starting from Barcelona, from this port to the South 
American ports on the Pacific coast, from Bilbao to the Philip- 
pines, a direct line from Spain to New York, and a monthly 
service to the Spanish possessions of the Gulf of Guinea. 

The Compania Trasatlantica has promoted the Spanish 
shipbuilding industry and, jointly with other’ prominent 
Spanish enterprises and the British Companies of Vickers 
and Armstrong, founded the Sociedad Espafiola de 
Construccién Naval. 


(Advt.) 
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finances. The military expenses consumed an enormous 
part of the National Budget and the ordinary income was 
not sufficient to cover them, so issues of short-term notes 
were frequently made. With the pacification of Morocco 
the _Pressure upon the Treasury has diminished. In 
1927, not only was no new debt issued, but all our floating 
debt (about five billion pesetas) was consolidated. 

The 1927 budget confirmed the optimistic policy 
of Spanish industrialists and financiers. The income 
obtained by the Treasury during the year amounted to 
3,221,089,638 _— as, and the expenses represented 
,,210,234,017 pesetas, leaving a surplus of 11,455,621 
pesetas, which, if not important in volume, nevertheless 
has great significance when one remembers that since 
1909 our budget showed a deficit. 

We are at the beginning of a new economic era. A 
factor which will give an approximate idea of the con- 
stitution and progressiveness of this steady growth of 


Islas del Guadalquivir, 


Founded in Seville (Spain) on 25th October, 1926. 
Capital: Ptas. 40,000,000, entirely paid up. % 


Freehold owners of about 120,000 acres, Con- 
cessionnaires of about 25,000 acres, of land in 
the delta of the River Guadalquivir. 


Area reclaimed in 1927—about 25,000 acres 
(1st Zone). 
Area under reclamation in 192S—about 20,000 
acres (2nd Zone). 


Area being converted into irrigation in 192S8— 
about 7,500 acres. 
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THE FREE PORT OF 
BARCELONA 


<é 


to hold the International Exhibition in the Garden 

of Montejuich, and is hastening the construction 
of the Free Port which will be situated in the delta of the 
Llobregat, next to the Custom House port. 


. "HE City of Barcelona is now making preparations 


The Consortium has expropriated 1,200 hectares of 
land for this great work, and it is estimated that the 
construction of the first stage of the plan will require an 
expenditure of 80 million pesetas. 


In order to obtain the utmost efficiency a number of 
English, American, Spanish, and other European firms 
have been invited to tender. No tender has yet been 
accepted, and the decision of the Consortium will be of 
great interest to the whole technical world. 


Whilst the construction of the Free Port is being 
carried on, Barcelona has equipped a free bonded ware- 
house in the Custom House port. Several warehouses, 
each measuring more than 10,000 metres, before which 
vessels of large tonnage can anchor, are available to 
warehouse goods which can be subsequently re-exported 
when the markets of the Mediterranean seem favourable. 


In the Free Port at present in existence in Barcelona, 
goods can be packed or mixed with native products for 
re-exportation to all countries, either by rail or sea, or 
forwarded by parcel post or registered parcel. For this 
purpose there is a Post Office branch inside the free 
bonded warehouse. 

English merchants would do well to make a note of 
this organization, which is of great advantage to all 
trading in the Mediterranean. 








(Advt.) 
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wealth is the capital invested in industrial enterprises, 
which according to recent statistics was in the last two 
years :— 

CAPITAL INVESTED IN SPANISH INDUSTRIAL ENTERPRISES 


CAPITAL STOCK. 
Number Bonds 





of Authorized. Issued. Issued. 

Companies. Pesetas. Pesetas. Pesetas. 
Totals for 1927 4,075 12,993,497,406  9,525,752,545 5,950,029,643 
Totals for 1926 4,340 1I,409,911,872 9,010,767,025 5,834,000,495 
Increase 335 1,583,585,534 514,985,520 116,629,148 


In view of these figures, it is obvious that the Minister 
of Finance selected the right moment for the conversion 
of part of our 4 per cent. Perpetual Internal Debt into 
Amortizable bonds carrying interest at 3 per cent. or 
4 per cent. A voluntary conversion of one billion 
pesetas was announced and 3,407,011,269 pesetas in 
Perpetual Bonds were presented, the Government being 
forced to close the lists before the expiration of the time 






COMPANIA 


DE LOS 


FERROCARRILES ANDALUCES 


(Andalusian Railway Company) 


Fast and Express Train Service (Day and Night) 
Sleeping Car and Restaurant Car Service 





The principal centres served by the 
lines worked by the company : 


SEVILLA— CADIZ—GRANADA— CORDOBA 
MALAGA—ALGECIRAS (GIBRALTAR) 


Almeria — Jerez de la Frontera — Ronda 
oO oO O 
TICKETS ACCORDING TO DISTANCE OR FOR PERIODS 
Detailed information obtainable from the principal Travelling Agencies 
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THE “PLUS ULTRA” 


The “Company Trasmediterranea” 


HE ‘Company Trasmediterranea” is the most 

important shipping company in the Spanish 

Mediterranean ; it was founded in 1916 with a 
capital of 100,000,000 pesetas. 


It conducts the mail service between the Peninsula 
and the Balearic Isles, the Canaries, and the coast of 
Morocco, employing fourteen liners in the first group 
(Balearic), eight in the second, and six in the third. 

The policy of the Company is to improve its services 
every year, and it is now building six new high-powered 
motor-boats, totalling 15,000 tons, which provide every 
convenience for passengers and excellent cargo facilities. 


In the present year it has added two large motor-ships 
to its fleet, the ‘‘ INFANTA BEATRIZ” and “ PLus ULTRA,” 
whose photograph is published above. The last-named 
vessel has been constructed entirely in Spain (Valencia). 


Besides its official services the Company maintains 
Spanish coastal lines, both for the passengers and cargo. 





(Adpt.) 
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allotted for the operation. By this means the Perpetual 
Internal Spanish Debt, which amounted to 8,668,000,000 
pesetas, has been reduced to 5,261,000,000 pesetas. 

All these facts reveal—and this is another symptom 
of Spain’s prosperity—the extraordinary abundance of 
money observed in our market, which has permitted 
loans to be made to foreign countries, such as the recent 
100 million pesetas loan to the Argentine Republic, and 
which has inspired the idea, now on the way to realization, 
of undertaking important banking enterprises to foster 
and direct the exportation of capital and to initiate in an 
efficient and broad way the extension of credits for 
foreign commerce. I believe, therefore, that Spain’s 
economic future is boundless. The prosperous condition 
of the nation is so clear that it cannot be concealed from 
those who visit Spain, as I have had the pleasure of 
hearing on many occasions from distinguished foreigners. 
This being the present situation, I firmly believe that it 
cannot be illusory to think that in the not far distant 
future, when all the public works now under construction 
are completed and the industrial and agricultural enter- 
prises render their full results, Spain will not be surpassed 
in prosperity by any country of equal resources in Europe 
or elsewhere. 

The following table, received from the Supreme 
Banking Council of Spain, shows the combined balance- 
sheet items of all banks operating in Spain :— 





ASSETS. 
In thousands of pesetas. 


Cash and Other 


Number . 
Date. oper balances | Discounts. Debtors. a , Totals. 
of banks. with banks. accounts. 
January 1, 1924 161 1,100,385 3,344,942 | 2,148,012 | 2,209,376 8,802,715 
9» 1925 158 1,256,229 3,481,369 | 2,086,447 2,022,147 8,846,192 
1926 146 1,227,366 3,552,570 1,950,575 2,056,175 8,756,656 
1927 158 1,323,479 3,639,135 | 1,942,440 2,571,279 9,476,333 
LIABILITIES. 
In thousands of pesetas. 
Date. ot ad Capital. | Reserves. Creditors. | PR rl eM Totals. 


— 


76 — 1,889,878 | 8,802,715 


Jan. 1,1924| 161 | 1,496,171 | 272,15 5,144,4 ) 
% 1925; 158 | 1,409,054 | 273,833 4,797,865 673,972 | 1,691,468 | 8,846,192 
1926 | 146 | 1,386,570 | 289,344 4,521,276) 944,342 | 1,615,124 | 8,756,656 
303,408 | 4,786,334 869,015 | 2,084,183 | 9,476,333 


1927} 158 1,433,393 | : 





(Adot.) 
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The Madrid, Zaragoza and 
Alicante Railway Company 


€ 

P"CHIS railway was constructed in 1857 to connect 

Madrid with Zaragoza and Alicante by the Medi- 

terranean. In the course of time, by the extension 
of its own properties and the amalgamation or requisition 
of other railway companies, the Company has acquired 
3,670 kilometres of lines. It is one of the two biggest 
railway companies in Spain, and it unites Madrid with 
Zaragoza, Barcelona, and the French frontier; with 
Alicante and Cartagena; with Cordoba, Seville, and 
Huelva in the Atlantic Ocean ; with Ciudad Real, Badajoz, 
and Portugal. In addition, it has two branches which 
unite Seville with Caceres, and Valladolid with Ariza, 
on the Zaragoza line. 

The management of this Company is vested in a 
Board of Directors, and its Head Offices are in Madrid. 
The chairman is Don Alfredo Bauer, and it has a com- 
mittee in Barcelona under the presidency of Don Manuel 
Marques, and another committee in Paris, presided over 
by M. Gaston Griolet. The chief general manager in 
Madrid is the well-known engineer, Don Eduardo 
Maristany, Marques de Argentera. 

The Company employs 120 engineers, 1,500 officers, 
and 35,000 agents in its various services, and possesses 
1,080 locomotives, 1,703 passenger coaches, and 25,538 
wagons and trucks of all classes. 

The progress which this Company has made adequately 
justifies the high value at which its securities are quoted 
in the market, which amounts to 236 million pesetas in 
shares, and 825 million pesetas in redeemable debentures. 
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New Types of Spanish Banks 


T is interesting to note in Spanish banking the develop- 
| ments of some new types of organization which are 

making steady progress. Two new institutions have 
recently been formed which, though they have different 
policies and separate fields of action, are both designed 
to meet the credit requirements of the public. These 
institutions are the “‘ Banco de Credito Local de Espana”’ 
(the Spanish Bank of Local Credit), whose sphere of 
activity is confined within the Spanish geographical 
frontiers and which exists for domestic convenience, and 
the ‘“Credito Nacional Peninsular y Americano’ 
(National Peninsular and American Credit Institute) 
which aims at the expansion of Spanish finance in 
Portugal and Spanish America. 

A common feature of the two institutions is the 
participation in both by the Spanish State, which takes 
a share in the administration and management, with 
the object of encouraging an effective and intelligent 
expansion in economic life. 

* * * * * 

The “Banco de Credito Local de Espafia”’ originated 
through private initiative, and was subsequently trans- 
formed into a public institution. It was reorganized by 
its founders and by a strong group of bankers in May 
1925, when the Municipal Reform planned by the 
Government of the President General Primo de Rivera, 
and especially by the present Minister of Finances, 
became operative. Through this reform the Ayunta- 
mientos and Diputaciones (Municipalities and Provincial 
Councils) acquired financial autonomy, with the right to 
utilize their credit—a right which was hitherto given 
only to the great cities, such as Madrid, Barcelona, 
Valencia, and Bilbao. Before the existence of the 
“Banco de Credito Local de Espana” occasional local 
credit operations were carried out by commercial banks. 

An interesting feature of this institution is that the 
Municipal and Provincial Councils participate in its 
capital, and appoint a number of representatives upon 
the board of directors} in proportion to their partici- 
pation. The bank has, therefore, points of resemblance to 
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a co-operative organization such as the ‘Société du 
Crédit Communal” of Belgium and a private organization 
such as the “Crédit Foncier” of France, which, besides 
granting land credits, is also a communal bank. 

In proportion to the amount of its operations, the 
“Banco de Credito Local de Espafia”’ issues bonds known 
under the name of ‘“‘Cedulas de Credito Local,’’ which are 
under the joint guaranty of all corporations associated 
with the bank. The actual amount involved exceeds 
220,000,000 pesetas, with the aid of which a great number 
of municipalities have established public utility works 
such as water supplies, sewers, electrical works, tram- 
ways, etc. In consequence, the Spanish municipal organi- 
zations have considerably improved the conditions of 
life, not only in the great cities, but also in the rural 
communities. 

The ‘‘ Cedulas de Credito Local”’ in circulation amount 
to 125,000,000 pesetas, nominal, and, on account of their 
guaranteed interest, are popular with the investors. 
They are at a premium, and large quantities are dealt 
with in the official Stock Exchanges. 

The general business of the bank is under the direction 
of its manager, who is supervised by a board whose 
governor is appointed by the Cabinet. The governor 
must always be skilled in the administration of public 


finance. 
* ok aK * ok 


The ‘‘ Credito Nacional Peninsular y Americano ”’ is 
of more recent origin. Its object is to promote the 
external expansion of national credit, for considerations 
of a financial as well as political nature. 

After many years of national isolation, it was con- 
sidered necessary that Spain should establish economic 
relations with other countries. On the other side of the 
Atlantic more than twenty nations speak the Spanish 
and Portuguese languages, and recognize Spain and Por- 
tugal as their ancestral countries, from which they have 
received their intellectual and religious traditions. These 
links are strong, but have the defect of being without 
economic substance—an indispensable element for re- 
lations which claim to be something more than merely 
sentimental. The demand for more definite Spanish- 
American relations was responsible for the idea and 

KK2 


, 
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programme of the ‘“Credito Nacional Peninsular y 
Americano.” 

The favourable financial outlook has made it possible 
for Spain to embark upon the expansion of external 
relations. When the Government placed public finance 
on a sound basis, reorganized taxation, and improved 
the value of the currency, national industries increased 
their productive capacity out of all proportion to the 
present requirements of domestic consumption; hence 
the necessity of increasing exports. Finally, the abun- 
dance of national monetary resources, and the increase 
of savings, made the export of capital possible without 
prejudice to the internal needs of the country. 

It appears from the aforesaid that the moment is 
opportune for the expansion of Spanish trade and 
finance, and for this reason the creation of the ‘“‘ Credito 
Nacional Peninsular y Americano ”’ is justified. It is 
based upon racial affinity with Portugal and the Latin 
American Republics. Spanish banking circles already 
showed an understanding of this policy when they issued 
in Spain the Argentine Loan of 1927 for the amount of 
100,000,000 pesetas. 


Clarence Trust Limited 
Central House, Finsbury Square, London, E.C.2 
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Recent Announcements 
THOS. COOK & SON (BANKERS) LTD. 


THE chief items from the balance sheet of this bank for the year ending October 31, 1927, 
are set out below with the corresponding figures for the previous year : 


LIABILITIES 1927 1926 
Capital, 250,000 shares of £1 each, Ios. = a i .. £ 125,000 £ 100,000 
Reserve fund , a a so 90,000 80,000 
Current, deposit, and other accounts ica se Pe ‘acc 237155833 23724051 
ASSETS 
Cash in hand and at bankers aa wa Pan mr ed £539,890 £647,449 
Money at call and short notice... wa na 2h - 448,750 500,338 
British Government Treasury Bills “ a= a 800,000 870,000 
British, Colonial, and Indian Government Securities .. ie 339,302 2175340 
Advances to customers aa ae a ie e oa 226,394 188,279 


UNITED DOMINIONS TRUST LTD. 


WE are informed that a large block of shares of UNITED DOMINIONS TRUST LTD. has 
just been purchased by important financial and city interests. As a result some 
changes have taken place in the directorate, the Board now being constituted as 
follows : Sir Edward M. Mountain, Bt., J.P. (Chairman), Leslie Whittem Hawkins, F.C.A., 
J. Gibson Jarvie (Managing Director), B. E. S. Mountain, T. Gilbert Scott and the Rt. Hon. 
Edward Shortt, K.C., D.C.L. Messrs. George A. Touche & Co. have resigned as auditors, 
and Messrs. Price Waterhouse & Co. have been appointed to fill the vacancy. In consequence 
of this change Mr M. C. Spencer, a partner in the latter firm, has retired from the Board, 
but by the election of Mr. Hawkins the company will continue to have the advantage of the 
specialized experience of a former auditor. Sir George Fowler and Mr. F. R. A. Shortis, 
who represented former interests, have retired. 








Confederaci6n Sindical Hidrografica del Ebro 


‘THIS Confederation was formed to develop the River Ebro and all its principal 
tributaries together with those of the Aragén, Gallego, Cinca, Esera, Segre, 
Noguera Pallaresa, Noguera and Ribagerzana. 

The principal object of the Confederation is the construction of adequate 
drainage machinery and the improvement of means of navigation and irrigation 
in order to solve the problems of colonization and, thereby, increase the agricul- 
tural resources of the territory in which the Confederation is interested. 

Before the organization of the Confederation an area of 30,000 hectares was 
irrigated from the Ebro, and the irrigable zone has now been increased to 
630,000 hectares. Hydraulic power is now provided to the extent of 400,000 c.v., 
and the Confederation intends to greatly increase this figure by the installation 
of a power plant equal to 1,200,000 c.v. (it is hoped that the Ebro alone will 
contribute the half of this amount, which is approximately the total attributed to 
the whole of Spain by the most optimistic calculations). 

It is interesting to observe that from the economic standpoint the Confederation 
has to complete works of a value exceeding 900,000,000 pesetas. Other works 
are contemplated which involve an expenditure of 1,700,000,000 pesetas spread 
over twenty-five years. 

The Confederation was constituted in June 1926, and its present plans are not 
only vast but are also extremely practical. The confidence of the investing 
public in the Confederation is illustrated by the fact that the bonds of the first 
loan issued at 98 per 100 have in less than two years risen to 105, and subsequent 


loans have appreciated in equal proportion. 
(Advt.) 














BILBAO 


(The Most Important Commercial, Industrial and 
Mineral Port of Spain) 


ILBAO is the capital of the ancient county of 
Vizcaya, situated at the Gulf of Vizcaya. The 
city unfolds itself from the streak of stagnant water 

formed by the River Nervion, the most important river in 
the region, and spreads itself over the lower lands. Its 
importance as a seaport was early recognized, even so far 
back as the Catholic Kings, who authorized the establish- 
ment of a Consulate of Commerce, whose ordinances were 
approved by Philippe II. 

During the last quarter of the past century, after the 
foundation of a port public works department, its growth 
has been rapid, aided by the export of iron ore, which the 
English and German furnaces absorbed. Churruca, the 
prominent engineer, planned and directed the foundation 
works, dredged the river, removed the bar, and formed the 
splendid basin, protected from the winds, yielding a surface 
of 332 hectares clear, of which 72 have a depth of over 
IO metres. 


The construction of roads from the interior have helped 
the port, especially the road from Bercedo, while the railways 
from Tudela and La Robla have contributed their share in 
the development of Bilbao. At the same time the local iron 
industries and the dockyards have grown up and created 
the Altos Hornos de Vizcaya, the Nervion arsenal, the 
Euskalduna Company, and the naval shipyards, and more 
recently the works of Babcock and Wilcox, whose installa- 
tions and works fill the left borders of the Ria and even 
overflow into the neighbouring valleys. 

The equipment of the commercial port is being con- 
stantly modernized and is now mainly centred in the upper 
zone of the Ria, near Bilbao, for the coasting trade and 
ships of moderate draught, and at Abra and Darsena de 
Sestos for vessels of heavier burden. The municipal exten- 
sions projected at Deusto, recently embodied in Bilbao, 
involving the deviation of the Ria by a canal about 3 kms. 
long and 100 metres broad, at an estimated cost of 
47,000,000 pesetas, and which have already been begun, 
will have the advantage of allowing barques of the greatest 
burden to ascend the river, and tend to the commercial 
development of the upper districts, while benefiting the 
wharves and quays already constructed. 


(Advt.) 








(Adot.) 
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The Petrol Monopoly 
in Spain 


NLY four months have passed since the organi- 
O zations controlled by the Spanish Petrol Monopoly 
Company began operations, and they have already 

proved themselves eminently successful. The public 
have not sustained the slightest inconvenience by the 
transfer to the Monopoly Company of all the functions 
hitherto discharged by private interests; the supply of 
petrol has been abundant, and systems of distribution have 
been established throughout the whole country without 
any increase in the cost of petrol; in fact, prices have been 
reduced in comparison with those which obtained last year. 


When the Spanish Petrol Monopoly was established, 
many believed that it would result in an increase in 
prices, more especially as a higher scale of taxation had 
been introduced. This view has now been proved 
fallacious and is, indeed, directly contradicted by the 
policy of the Spanish Petrol Monopoly. 


Critics of the Monopoly are apt to disregard the fact 
that its existence is due to the necessities of the State 
in protecting industry and transport and making adequate 
provision for military defence. 

In recent years oil and its products have become 
essential to industries and systems of communication. 
The vital necessity of preserving adequate means of 
supply has been the constant care of the Governments 
of many nations, and forms the principal reason for the 
establishment of the Spanish Petrol Monopoly Company. 


The Monopoly Company is now carrying through the 
first part of its programme of increasing the stocks of 
petrol so that the country will always be adequately 
supplied, and will not be subject to sudden shortages due to 
international commercial policies over which the Govern- 
ment of Spain can have no control. It is obvious that such 


[Continued over 





THE PETROL MONOPOLY IN SPAIN—continued. 


large supplies of petrol are required for reserve purposes 
that the Government could not force any private company 
to make such large permanent provisions. This is only 
too clear if we consider the constitution of old-established 


private oil companies. 


To provide the huge stocks required, it is necessary 
for the Monopoly Company to establish its own refineries 
in Spain, as it is only by providing large reserves of crude 
oil that the country’s needs could be supplied with the 
various essential oil products. This is the second part 
of the Spanish Petrol Monopoly Company’s programme. 


It is, of course, true that a Government could force 
any private company to keep sufficient stocks of petrol 
to meet public requirements from day to day, but if the 
Government were to demand that stocks of petrol should 
be kept in such quantities as to prevent any future risk of 
shortage, it could not do so without granting some form 
of guarantee to private companies, and it might even be 
necessary for it to provide financial assistance. Under 
the Monopoly system the national security is better 
guaranteed, and the Government is not required to provide 
any financial assistance, as the Monopoly Company finds 
the capital and the Government receives the profits. 
This arrangement could not possibly be implemented by 
the old-established private companies. 


Apart from the necessity of providing large stocks of 
oil and considerable reserves of crude oil, it will be 
necessary for the Monopoly Company to have its own 
oilfields, and this is the third point in the programme of 
the company. It would be ideal if these oilfields could 
be found in Spanish territory, and no effort or expense is 
being spared to discover any latent oil resources which 
may exist therein. But in any event the Monopoly 
Company will purchase adequate territories in places 
where oil is proved to exist. All such purchases will, of 
course, be determined by a careful regard for international 


amenities. 
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THE PETROL MONOPOLY IN SPAIN—continued. 


If the Monopoly had not been formed it is difficult 
to perceive how the Spanish Government could compel 
existing private companies to purchase new oilfields or to 
spend large sums in searching for oil in Spanish territory, 
when their business was based upon the exploitation of 
oilfields which for several reasons cannot be secured for 
the exclusive use of Spain. 


It is, therefore, obvious that the Petrol Monopoly is 
the only system by which the national requirements of 
Spain can be adequately fulfilled without any far-reaching 
change in price and supply. There is one other advantage 
which need only be mentioned briefly here. Although 
the Monopoly has only been functioning for four and a 
half months, it has paid into the public Treasury about 
three times as much duty as was previously obtained from 
private companies in a similar period. 
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Braby’s “ Venteolite” Sheet 
Brochure’ - . . - 
Braby’s Steel Window Brochure 12 
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| raby’s Genuine Iron Sheets 
10/ 6 POST FREE | (not steel) to last a lifetime - 4 
| BRABY’S IRON & STEEL 
Order from: | WORKS, GLASGOW, 
TheEditor, ThePolishHandbook, | | 9? OM RI. 1g) RPOOE and 
47a Portland Place, London, | Cables: “ Braby, Glasgow.” 
W.1 The above catalogues, &c., post free 
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Book of Braby Steel Products - 52 
Braby’s Steel Structural Catalogue 38 
Braby’s Steel Stair Catalogue - 32 
Braby’s Storage Bin Catalogue - 16 
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THE ‘* YORK” THE ‘*‘ CODDINGTON”’ 


Of finest quality fur felt. Hand shaped Made of superfine fur felt, perfect in style 
and finished in four widths of brim. Most and correct in detail, this model is ideal for 
popular for town wear. all_ occasions. In Buff and shades of Grey. 


21/- 26;- 30/- 25/- and 32/6 


‘** SILK HATS”’ 


Few things yield a greater return in 
effectiveness than a well-chosen silk hat. 
Made in three widths of brim. 


40/- 46/- 50/- 


AGENTS THROUGHOUT THE KINGDOM. 


Write for Illustrated Catalogue. Name and address of nearest agent sent upon request. 





